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SALE OF STEAMSHIPS “PRESIDENT CLEVELAND” AND 
“PRESIDENT WILSON” TO AMERICAN PRESIDENT LINES 


WEDNESDAY, JUNE 9, 1954 


UnrTep States SENATE, 
SUBCOMMITTEE No. 4 oN WaTeR TRANSPORTATION, 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 2:33 p. m., pursuant to call, in room 
G-—16 of the Capitol, Senator Frederick G. Payne presiding. 

Present: Senator Payne. 

Also present: Bertram O. Wissman, chief clerk; Donald D. Webster, 
subcommittee counsel; and August J. Bourbon, subcommittee staff 
member. 

Senator Payne. If there is no objection, the committee will be 
in order. 

Today’s hearing is on Senate Joint Resolution 161, which was in- 
troduced at the request of the Department of Commerce by Senator 
John Marshall Butler of Maryland, and Senator Magnuson, of 
Washington. 

At the outset I think we should introduce a copy of the bill in the 
record, together with a copy of the letter dated May 25, 1954 from the 
Secretary of Commerce. 

(S. J. Res. 161, together with copy of letter on the bill from the 
Secretary of Commerce, with attachment, are as follows:) 


[S. J. Res. 161, 83d Cong., 2d sess.] 


JOINT RESOLUTION To authorize the Secretary of Commerce to sell certain war-built passenger-cargo 
vessels, and for other purposes 


Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That. (a) the Secretary of Commerce is hereby authorized, 
during a period of six months after the enactment of this Act, to sell to American 
President Lines, Ltd., the war-built passenger-cargo vessels, the Steamship 
President Cleveland and the Steamship President Wilson, on an as-is where-is 
basis, at the sales price of $6,500,000 per vessel and from such price there shall be 
subtracted, as depreciation, $1,225 per day per vessel for the period beginning 
April 1, 1954, and ending with date of execution of the contract of sale of the re- 
spective vessel. Each such sale shall be on the basis of the payment of not less than 
25 per centum of the respective vessel sales price at the time of the execution of 
such vessel sales contract, with balance payable in approximately equal annual 
installments over the remainder of the twenty-year economic life of the vessel 
with interest on the portion of the vessel sales price remaining unpaid at the rate 
of 3% per centum per annum The obligation of the purchaser with respect to 
payment of such unpaid balance, with interest, shall be secured by a preferred 
mortgage on the vessel sold, which mortgage may provide that the sole recourse 
against the purchaser of the vessel under such mortgage, and any of the notes 
secured thereby, shall be limited to repossession of the vessel by the United States 
and the assignment of insurance claims, if the purchaser shall have complied with 
all provisions of the mortgage other than those relating to the payment of principal 
and interest when due, and the obligation of the purchaser shall be satisfied and 
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discharged by the surrender of the vessel, and all right, title, and interest therein 
to the United States. Such vessel upon surrender shall be (1) free and clear of all 
liens and encumbranches whatsoever, except the lien of the preferred mortgage, 
(2) in class, and (3) in as good order and condition, ordinary wear and tear 
excepted, as when acquired by the purchaser, except that any deficiencies with 
respect to freedom from encumbrances, condition, and class, may, to the extent 
covered by valid policies of insurance, be satisfied by the assignment to the United 
States of claims of the purchaser under such policies of insurance. 

(b) Any contract of sale executed under authority of this Act shall provide that 
in the event the United States shall, through purchase or requisition, acquire 
ownership of such vessels or vessel, the owner shall be paid therefor the value 
thereof, but in no event shall such payment exceed the actual depreciated sales 
price under such contract (together with the actual depreciated cost of capital 
improvements thereon), or the fair and reasonable scrap value of such vessel, as 
determined by the Maritime Administrator, whichever is the greater; that such 
determination shall be final; that in computing the depreciated acquisition cost 
of such vessel, the depreciation shall be computed on the vessels on the schedule 
adopted by the Internal Revenue Service for income tax purposes as applicable 
to each such vessel; that each such vessel shall remain documented under the laws 
of the United States during the remainder of the twenty-year economic life of the 
vessel or as long as there remains due the United States any principal or ‘interest 
on account of the sales price, whichever is the longer period; and that the fore- 
going provisions respecting the requisition or the acquisition of ownership by the 
United States, and documentation shall run with the title to each such vessel 
and be binding on all owners thereof. 


THE SECRETARY OF COMMERCE, 
Washington 25, May 25, 1954. 
Hon. Joun W. Bricker, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 


Dear Mr. CrarrMan: I write to advise you that negotiations looking to the 
sale of two war-built passenger-cargo vessels presently under charter ! have been 
recently concluded between the Department of Commerce and the Maritime 
Administration on the one part and the American President Lines, Ltd., on the 
other part 

The Department of Commerce has been offered by the company a price of 
$6,500,000 for each ship (the President Cleveland and the President Wilson), to be 
paid 25 percent in cash, with the balance payable with interest at 3% perce nt per 
annum in equal annus il installments over the period of the ships’ remaining eco- 
nomic life. These ships were delivered by the shipyard in 1947 and 1948. 

These ships will be subject to the conditions relating to documentation and 
Government requisition or purchase in time of emergency similar to those re- 
quired in connection with the sale of ships under the Merchant Marine Act, 1936, 
as amended 

I recommend that legislation be introduced authorizing the sale of these two 
ships under the conditions noted above. In such legislation the Congress, having 
the best interests of the Government in mind, may desire to fix such additional 
conditions or protective restrictions as it may consider necessary. 

The sale as proposed is a negotiated arrangement which I consider follows, not 
only the intent of previous legislation—the Merchant Marine Act, 1920, the Mer- 
chant Marine Act, 1936, and the Merchant Ship Sales Act of 1946—that vessels 
be transferred to private ownership, but also is in accord wivh the consistent 
record of sales under the Merchant Ship Sales Act by negotiation rather than by 
competitive bidding 

I should point out, however, that the question of the desirability of competitive 
bidding has been raised and it seems appropriate to bring this point to the attention 
of the Congress so that it a av receive consideration. 

I have been advised by the Bureau of the Budget that they have no objection 
to the submission of this sear and believe that legislation to authorize the sale 
of the ships should be enacted. 

Sincerely yours, 
SINCLAIR WEEKS. 


1 To American President Lines, Ltd.—copy of charter contract attached. 
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CONTRACT NO. MA-483 
Addendum No. 2 
ADDENDUM 


This Addendum dated as of January 26, 1954, to the Bareboat Charter Agree- 
mant (hereinafter called the ‘‘Agreement’’) entered into between the UNITED 
States oF AMERIcA, acting by and through the DepaARTMENT oF COMMERCE 
(MariTIME ADMINISTRATION) (hereinafter called the ‘“Owner’’) and AMERICAN 
PRESIDENT LiNnEs, Lrp. (hereinafter called the ‘‘Charterer’’) as of July 2, 1952, 
covering the steamships President Cleveland and President Wilson (hereinafter 
called the ‘‘Vessels’’), 

WITNESSETH 

Whereas the Owner has requested that Clause 37 (c) of said Agreement be 
amended by providing that transportation of the three representatives of the 
Owner for inspection purposes, as therein prescribed, shall be at the expense of 
the Charterer instead of the Owner, and further, by providing for the transporta- 
tion, at Charterer’s expense, of three additional officers and/or employees of the 
Federal Maritime Board-Maritime Administration on the Vessels, when traveling 
on official business, and 

Whereas the Charterer has agreed to the modifications requested by the Owner, 
and the parties desire to amend the Agreement accordingly, 

Now therefore, in consideration of the premises, and other good and valuable 
considerations, the parties hereto mutually agree as follows: 

That, effective as of January 26, 1954, Clause 37 (c) of the Agreement is hereby 
amended to read as follows: 

““(¢c) The Charterer agrees that, at its expense, upon the request of the Owner, 
it will carry upon either of the Vessels at any time during the period of this Agree- 
ment not more than three representatives of the Owner at any one time, will give 
such representatives full, free, and complete access at a!l reasonable times to all 
parts of such Vessel, and will cooperate with such representatives in the making 
of any inspection or investigation which the Owner may deem desirable. 

“The Charterer further agiees that, at its expense, it will furnish transporta- 
tion on each Vessel for three additional officers and/or employees of the Federal 
Maritime Board—Maritime Administration, traveling on official business. It is 
mutually understood and agreed that the transportation of Owner’s representa- 
tives, under the provisions of this Clause as amended, shall be on the basis of not 
moe than one round-trip per calendar year per Vessel, upon the written request 
of the Maritime Administration.” 

In witness whereof, this Agreement has been executed in triplicate by the 
Owner on the GOI asx , 1954, and by the Charterer on the ____ day 
Oi. anu mhatee 

UniITEp States or AMERICA 
DEPARTMENT OF COMMERCE 
(MariTIME ADMINISTRATION) 
By ke ori 
AMERICAN PREStDENT LINEs, LTD. 
By a ae 4 Deghie J Bi 
[Corporate Seal] 
Attest: 


Secretary. 
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CONTRACT No. MA-483 


iddendum No. 1 





Addendum to Bareboat Charter Agreement (herein called the ‘‘Agreement”’ 
between the Unrrep Srates or AMErRicA, acting by and through the DEPARTMENT 
oF COMMERCE (MARITIME ADMINISTRATION hereinafter called the ‘‘Owner’’) 


and AMERICAN PRESIDENT LINEs, Lrp. (hereinafter called the ‘“Charterer’’ 


Whereas, on July 2, 1952, the Owner bareboat-chartered the steamships 
President C.eveland and Pre lent VV or nereinaiter called the ““Vessels”’ to the 
Charterer, effective with respect to each Vessel as of the first voyage commencing 
1 after June 30, 1952: ar 





Whereas, under the term of the Agreement, each of said Vessels was chartered 
for a period of about three (3) vears, subject to the right of termination bv either 
party upor expiratior of one vear after the effective date of the Agreement, upon 
ninety (90) days’ written notice, pursuant to Clause 39, Section G of the Agree- 
ment; and 

Whereas a certain corrosive action has developed on both Vessels in all areas 


where aluminum and steel have been joined together and exposed to the ele- 


ments, which corrosive acti has been determined by the Owner to be ordinary 
wear and tear in vessels so constructed, and 

Whereas, by reason of the creasingly aggravated condition of such corrosion, 
the Charterer has indicated the possibilit: of its exercising its option to redeliver 


the Vessels at the earliest possible date, that is, after the expiration of one years 
and 

Whereas, in order to avoid the increased costs cf performing the required repairs 
and alterations at the end of the minimum period of the Agreement and to effect 
certain other savings, the Owner has offered to perform the necessary preventative 
ce repairs and alterations to the Vessels at the earliest possible date, 
and to susp nd basic charter hire during the peri d solely occupied by reason of 
such repairs, provided the Charterer agrees to retain each of the Vessels under 
charter for a minimum period of seventeen (17) months from the effective date of 
the Agreement, and to assume all vessel expenses for its account under the Agree- 
nt during such repair period; and 
Whereas the Charterer has accepted said offer and has agreed to make the 
Vessels available at Owner’s convenience for the performance of such work, and 
the parties desire to amend the Agreement accordingly. 

Now therefore, in consideration of the premises and the mutual promises here- 
inafter set forth, the parties hereto mutually agree as follows: 

1. Notwithstanding any provisions of the Agreement to the contrary, the 
‘Is shall be made available by the Charterer to the Owner, as directed by the 
Owner, for the performance of repairs and alterations to the aluminum alloy 
structure of the Vessels, which work will be performed by the Owner for its 
account, in accordance with specifications approved by the Owner, under the 
following conditions: 

a) Basic charter hire shall be suspended as to each Vessel during the period 
or periods solely occupied by such repairs and alterations, commencing with 
the time the Vessel is made available to the Owner and terminating upon the 
completion of the Owner’s work; such repair period to be included as part of 
the charter period for all other purposes, including the computation of addi- 
tional charter hire under Clause 6, Section B of the Agreement. 

(b) All vessel operating expenses during such period or periods of repair 
or alterations shall be for Charterer’s account 
Clause 39, Section G of the Agreement is hereby amended to read as follows: 

“CLausE 39. Termination.—Termination of this Agreement may be effected 
by the Owner after expiration of one (1) year after the effective date hereof, or by 
the Charterer after expiration of seventeen (17) months after the effective date 
hereof, by giving ninety (90) days’ written notice to the other party, in which 
event each of the Vessels shall be redelivered as herein provided, upon termination 
of the voyage in progress at the end of such ninety (90) day period.” 





maimtel 
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In witness whereof, this Addendum has been executed in triplicate by the 
Charterer, on the 30th day of August 1952, and by the Owner, on the 
day of August 1952. 
AMERICAN PRESIDENT LINEs, LTD., 
By (S) Gerorce T. Parne, 
Executive Vice President. 
UnitTeEp STaTEs oF AMERICA 
DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION) 
[SEAL] By 
For the Administration 
For the Charterer: 
Attest: 
S) J. A. Toanertt, Secretary. 





CONTRACT No. MA-483 


‘c 


BAREBOAT CHARTER OF STEAMSHIP ‘‘ PRESIDENT CLEVELAND” AND STEAMSHIP 
“PRESIDENT WILSON’”’ 


This Charter Party Agreement (hereinafter called the ‘‘ Agreement’’) made as 
of the 2d day of July 1952, between AmMmpRICAN PRESIDENT LiNzEs, Lp. (herein- 
after called the ‘‘Charterer’’) and the Unrrep Starrs or Ammrica, acting by and 
through the Department of Commerce (Maritime Administration) (hereinafter 
called the ‘‘Owner’’); 

WITNESSETH: 

Whereas: 

1. The Owner (successor to the United States Maritime Commission), acting 
pursuant to authority vested in it by the Merchant Marine Act, 1936, as amended 
(herein referred to as the ‘‘ Act’’) and particularly Title VII thereof, issued under 
date of June 6, 1952, its Invitation for Sealed Bids, No. O. S. O. No. 2, for the 
charter of the steamships President Cleveland and President Wilson (hereinafter 
referred to as the ‘‘Vessels’’) for operation in Combination Passenger-Freight 
Service ‘‘ E”’ on Trade Route No. 29, which has been determined to be an essential 
foreign trade route as provided by Section 211 of the Act. -Said Invitation for 
Sealed Bids was amended by Addendum No. 1, issued under date of June 20, 
1952. 

2. Bids received pursuant to such Invitation, as amended, were opened under 
date of June 27, 1952, and the Charterer in its bid for the charter of said Vessels 
established to the satisfaction of the Owner its qualifications as a bidder (including 
the sufficiency of its capital, credit and experience) and its compliance with the 
terms and conditions for the award of the charter of said Vessels as set forth in said 
Invitation, as amended. 

3. The Owner accepted the bid of the Charterer for the charter of said Vessels 
for operation in Combination Passenger-Freight Service ‘‘ E’”’ on Trade Route No. 
29, and awarded the charter to the Charterer for the period and upon the terms 
and conditions hereinafter set forth. 

Now therefore, the Owner hereby agrees to let and the Charterer agrees to hire, 
for the carriage of lawful merchandise and passengers, during the period and upon 
the terms and conditions hereinafter set forth, the following vessels of approxi- 
mately the tonnage indicated: 





Dead- 
Combination passenger-cargo vessels | Gross weight 
| tons 
Steamship President Cleveland.........---------------«---- DN ae | 15, 359 | 10, 431 
Gleahiship President WUGGK. ..... 2. cccccccscwcenaceonsncces : Ke 15, 359 | 10, 513 
| 








(The term ‘‘Vessels’’ as used in the plural in this Agreement, also refers to a 
single Vessel, whenever appropriate, and similarly the term ‘‘Vessel’’ as used in 
the singular refers to both Vessels within the Agreement whenever appropriate.) 


48492—54 2 
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A. VESSELS, TRADE ROUTE AND PERIOD OF CHARTER 


Cause 1. Period of Charter.—Subject to termination or cancellation as pro- 
vided in this Clause and in Section G hereof, the period of this Agreement shall 
extend until the completion of the voyage in progress at the expiration of three (3) 
years from the applicable date of commencement as to each vessel; provided, that 
in any event, whenever the President shall proclaim that the security of the national 
defense makes it advisable, or during any national emergency declared by procla- 
mation of the President, or after a declaration of war or of national emergency 
made by the Congress, the Owner may terminate this Agreement without cost to 
the United States, upon such notice to the Charterer as the President or Congress 
shall determine. 

CuiauseE 2. Ports and Times of Delivery.—The Vessels shall be delivered by the 
Owner to the Charterer at the Port of San Francisco, effective with respect to each 
Vessel as of the first vovage commencing on and after June 30, 1952. 

CiausE 3. Service and Trade Route-—The service to be operated and main- 
tained by the Charterer shall be as follows 


Trans-Pacific Passenger-Oargo Service ‘‘E”’ (Trade Route No. 29) 


Retween Los Angeles, San Francisco (via Honolulu in each 
direction) and Yokohama, Kobe, Shanghai, Hong Kong and 


Manila. 


CrauseE 4. Sailing Schedules—(a) Each year during the period of the Agree- 
ment, the Charterer shall make sixteen (16) sailings, spaced at regular intervals, 
in the service hereinbefore described, upon sailing schedules (including vessels, 
dates, ports of call, and other particulars as required) approved by the Owner. 
With the prior approval of the Owner in each case, granted upon such terms and 
conditions as the Owner shall prescribe, the Charterer may, on any voyage of 
either chartered Vessel, vary the route hereinbefore described. 

(6) Failure of the Charterer to make a voyage required pursuant to the fore- 
going provisions of this Agreement shall not be deemed a breach of the obligations 
of the Charterer hereunder, if the Charterer is prevented from making such 
voyage by acts of God, force majeure, accident, strikes or other labor disturb- 
ances, war, insurrections, weather conditions, loss of or damage to the Vessel(s) 
or, without limiting the foregoing, any other cause not within the control of the 
Charterer, whether of the class of causes hereinabove enumerated or not, it being 
understood that the cause of any interruption insofar as it may be under the 
Charterer’s control shall be remedied by the Charterer with all reasonable dis- 
patch and performance resumed at the earliest practicable time. 


B, CHARTER HIRE AND BOND 


CuiausE 5. Basic Charter Hire.—As to each Vessel the Charterer shall pay as 
basic charter hire from effective date of delivery thereof (and subject to ultimate 
upward adjustment if necessary, to a rate of 84% per annum of the finally deter- 
mined statutory sales price or the floor price of such Vessels whichever is higher) 
the sum of $51,476.29 per calendar month (and pro rata for any part of a month) 
payable monthly in advance, until and including the day and hour of redelivery to 
the Owner pursuant to the terms of this Agreement; or if the Vessel or Vessels 
shall be lost, hire for such Vessel shall continue until the time of such loss, if 
known, or if the time of loss be uncertain, then up to and inciuding the time last 
heard from: Provided, however, That in the event it is subsequently determined 
by the Federal Maritime Board that an operating differential subsidy can be 
paid, but in an amount that is less than would be payable on said Vessels as com- 
bination passenger-freight ships, the said basic charter hire rate shall be reduced 
in the amount and to the extent that the Federal Maritime Board deems proper. 
Payment of such basic charter hire shall be made to the Owner at Washington, 
D. C., on delivery of each Vessel for the remainder of the calendar month in which 
delivery is made, and thereafter monthly in advance on the first day of each 
month. 

CriauvseE 6. Additional Charter Hire.—(a) If, at the end of the calendar year 
1952, or any subsequent calendar year, or at the termination of this Agreement, 
the cumulative net voyage profit (after the payment of the basic charter hire 
hereinabove specified and payment of the Charterer’s fair and reasonable overhead 
expenses applicable to operation of the Vessels) shall exceed 10 per centum per 
annum on the Charter’s capital necessarily employed in the business of the 
Vessels (all as hereinafter defined), the Charterer shall pay over to the Owner at 
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Washington, D. C., within thirty (30) days after the end of such year or other 
period, as additional charter hire for such year or other period, an amount equal 
to one-half of such cumulative net voyage profit in excess of 10 per centum per 
annum of the Charter’s capital necessarily employed in the business of the Vessels 
but such cumulative net profit so accounted for shall not be included in any 
calculation of cumulative net profit in any subsequent year or period. 

(b) The Charterer agrees to make preliminary payments to the Owner on 
account of such additional charter hire at such times and in such manner and 
amounts as may be required by the Owner: Provided, however, That such payment 
of additional charter hire shall be deemed to be preliminary and subject to adjust- 
ment either at the time of the rendition of preliminary statements or upon the 
completion of each final audit by the Owner, at which times such payment will 
be made to the Owner as such preliminary statements or final audit may show to 
be due, or such overpayments refunded to the Charterer as may be required. 

CiausE 7. Bond—The Charterer agrees to furnish and maintain during the 
period of this Agreement a Performance Bond with sufficient surety, in the 
amount of not less than $200,000., such bond to be approved by the Owner, both 
as to form and sufficiency of the sureties, and to be conditioned upon the true and 
faithful performance of all and singular the covenants and agreements of the 
Charterer contained in this Agreement, including, but not limited, to Char- 
terer’s obligation to pay charter hire and damages and to indemnify against liens. 
Prior to the delivery of the first vessel under this Agreement, the Charterer shall 
submit to the Owner the required Performance Bond or a commitment from a 
satisfactory surety to execute and deliver to the Owner a Performance Bond in 
form and amount as prescribed by the Owner within ten (10) days after the form 
has been submitted by the Owner to the Charterer for execution. The Charterer 
may, in lieu of furnishing such bond, pledge United States Government securities 
in the face value of the required amount under an agreement satisfactory in form 
and substance to the Owner. 


C. CONDITION OF VESSELS, EQUIPMENT, AND STORES 


CuiausE 8. Condition of Vessels on Delivery.—The Vessels shall be delivered to 
the Charterer and accepted by the Charterer “as is’’ immediately upon their 
redelivery to the Maritime Administration from the previous Charterer, American 
President Lines, Ltd., in whatever condition they may be at that time, without 
any agreement, representation or warranty, expressed or implied, by the Owner 
as to their physical condition, equipment or seaworthiness and thereafter the 
Charterer shall not be entitled to make or assert any claim against the Owner with 
respect to the Vessels, their furnishings and equipment, except that with respect 
to latent defects existing at the time of delivery hereunder, the Owner shall be 
responsible for the cost and time (exclusive of vessel expenses) of repairing or 
renewing the defective part if necessary for the use of the Vessel during the perioa 
of this Agreement. 

CLausE 9. Determination of Class——For the purposes of this Agreement, a 
Vessel shall be deemed to be in class, whether or not any requirements or recom- 
mendations of the Classification Society are outstanding at the time of delivery 
or redelivery, as the case may be, unless the time limit for the accomplishment of 
any such requirements or recommendations, including any extension or period of 
grace allowed, shall have expired. 

CiausE 10. Surveys.—As to each Vessel, the joint redelivery survey and dry- 
docking under the preceding bareboat charter agreement (MCc—60935) shall be 
accepted as the delivery survey and drydocking under this Agreement, and the 
Charterer shall take delivery of the Vessels simultaneously with the completion 
of the inventory, drydocking and survey, and the repairs made in connection there- 
with, incident to redelivery from the Vessels’ previous operation. The Charterer 
shall be permitted to attend and participate in such drydocking, survey and 
inventory upon consent of the parties thereto. The Vessels shall be jointly 
surveyed and drydocked before redelivery under this Agreement, to determine 
and state their condition. The cost and time of the redelivery survey and dry- 
docking shall be for the account of the Charterer. 

CLausE 11. Znventory.—A complete inventory of each Vessel’s entire outfit, 
equipment, hotel equipment (including linens, bedding and mattresses), fur- 
niture, furnishings, appliances, spare and replacement parts and fuel on board 
shall be jointly taken at the time of delivery, and mutually agreed upon as to 
items and conditions of items, by representatives of the Charterer and the Owner, 
and, except with respect to unbroached consumable stores, slop chest, linens, 








Ss SALE OF STEAMSHIPS TO AMERICAN PRESIDENT LINES 


] 


bedding and mattresses, a similar joint inventory shall be taken and mutually 

agreed upon at the time of redelivery. (In the event the ioint delivery inventory 

in each instance cannot be completed at the time of delivery without delaying 

or interfering with the regular sailing schedule of the Vessel, such inventory 

shall be completed at Vessel’s next arrival in San Francisco, appropriately ad- 

justed, as may be deemed appropriate by the Owner, to reflect any changes 
: ty 


resulting from the interim period of operatio In lieu of such delivery inven- 
tories, however, the parties may agree to accept any suitable prior inventories 
which mav have been taken before the deliverv of the Vessels under this Agree- 
ment In addition to the joint redelivery inventory above prescribed, a com- 
plete inventory of all broached and ur broached consumable stores, slop chest, 
linens, bedding, and mattresses, and bunkers in excess of minimum amounts as 
established by the Owner, shall be taken by the Charterer prior to redelivery, 
in event redelivery is effected at the pe rt of delivery, or, upon completion of 
redelivery repairs, in event redelivery is effected at a Reserve Fleet Site. Such 
inventory shall be priced at the current market price prevailing at the port and 
time of redelivery event the Vessels are redelivered at the port of delivery, 
or, in event of redelivery at a Reserve Fleet site, price at the current market 
price prevailing at the port and time of the redelivery repairs. The Owner shall 
be furnished with three certified copies of such inventory, together with an 
affidavit certifying as to its correctness 

CLAvusE 12. Cons able Stores, Fuel, and Linens.—The Charterer shall accept 
and pay for unbroached consumable stores (including slop chest) and broached 
and unbroached linens, bedding, mattresses, and fuel on board at the time of 
delivery, and the Owner shall accept and pay for fuel on board (but not in excess 


of minimum amounts as determined by the Owner) at the time of redelivery, at 
market prices current at the ports and times of delivery and redelivery, respec- 
tively. The Owner shall have no obligation upon redelivery to accept or pay 
for consumable stores (either broached or unbroached), slop chest, linens, bed- 
ding, and mattresses, and bunkers in excess of minimum amounts as established 
by the Owner. Prior to redelivery, such items shall be removed from the Ves- 
sels by the Charterer, and the fair and reasonable cost of such removal shall be 
charged in the Vessels’ voyage accounts for the last voyage prior to redelivery. 
With respect to the aforesaid items, there shall be taken into account in the 
determination of additional charter hire, in accordance with Clause 38: (a) the 
current market value thereof at the port and time of redelivery in event redelivery 
is effected at the port of delivery, or, in event redelivery is effected at a Reserve 
Fleet site, the current market value at the port and time of redelivery repairs, 
or (b) the net proceeds from the disposition thereof, in the event the Charterer 
elects to dispose of the removed goods and nutifies the Owner of such intention 
prior to redelivery. The manner of, time of, and determination of net proceeds 
from such disposition of the items shall be subject to approval of the Owner. 

CLAusE 13. Use of Equipment.—The Charterer shall have the use of all of 
Owner’s outfit and equipment, hotel equipment, any specail facilities or equipment 
for loading and discharging cargo, furniture, furnishings, appliances, spare and 
replacement parts on board the Vessels at the time of delivery without extra cost, 
and the same shall be returned to the Owner on redelivery, in the same good order 
and condition as when received, ordinary wear and tear excepted. Any such 
items damaged or so worn in service as to be unfit for use (unless through ordinary 
wear and tear) or lost or destroyed shall be replaced or made good by the Charterer 
in kind at or before redelivery, or at Owner’s option, the Charterer shall pay for 
such items at the current market prices at the ports and times of redelivery based 
upon the condition of the items at the time of delivey. Any overages accepted 
by the Owner shall be paid for at the current market prices at the ports and times 
of redelivery. The Charterer shall prepare overage and shortage statements 
required by this Clause, subject to review by the Maritime Administration. 

CiavusE 14, Maintenance.—The Charterer, except as otherwise provided in 
Clause 8, shall, at its own expense, maintain the Vessels, their machinery, boilers, 
equipment, appurtenances, and spare parts during the period of the Vessel’s use 
under this Agreement in good state of repair and in efficient operating condition 
and in accordance with good commercial maintenance practices and shall keep the 
Vessels with full unexpired classification and all other required certificates at all 
times, including, without limitation, unexpired marine inspection certificates of 
the Coast Guard, Treasury Department. 

CriavsE 15. Structural Changes or Alterations ——The Charterer shall make no 
structural changes in either of the Vessels and shall make no alterations in the 
machinery, boilers, equipment, appurtenances, or spare parts of either of the 
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Vessels, without in each instance first securing the prior written approval of the 
Owner. 

CuLavusE 16. Drydocking.—The Charterer shall drydock each Vessel and clean 
and paint the underwater parts, when necessary, but not less than once in about 
every nine (9) months from date of delivery. The Charterer shall give the Owner 
reasonable notice in writing of the time and place of drydocking fifteen (15) days 
in advance thereof and afford the Owner an opportunity to inspect the Vessels 
while drydocked. The Charterer shall also promptly notify the Owner sufficiently 
in advance to enable its representative to be present at reapirs or surveys of each 
Vessels, and shall furnish the Owner with copies of reports made pursuant to 
such survey. 

CuLausE 17. Inspections—The Owner shall have the right at any time, without 
notice, to inspect or survey the Vessels at its own expense, to ascertain their 
condition and to satisfy itself that the Vessels are being properly repaired and 
maintained in accordance with good commercial maintenance practices. The 
Charterer shall make all such repairs, at its own expense, as such inspection or 
survey may show to be required in compliance with the Charterer’s obligations 
under this Agreement. The Charterer shall also permit the Owner to inspect 
all Vessel’ logs, including Charterer’s logs, whenever requested, and shall promptly 
furnish the Owner with full information regarding any casualties or other accidents 
or damage to the Vessels. 

CuausE 18. Redelivery.—(a) The Vessels shall be redelivered, at Owner’s 
option, at either the port of delivery or Owner’s Reserve Fleet, at a point to be 
designated by the Owner, but on the same coast of the United States as the port 
of delivery. 

b) Each Vessel (unless lost) shall be redelivered to the Owner, pursuant to the 
terms of this Agreement, in the same good order and condition as that in which 
she was delivered, ordinary wear and tear excepted, and with valid classification 
and Coast Guard certificates, whether or not classification or Coast Guard repairs 
are due wholly or in part to ordinary wear and tear. In event Owner exercises its 
option to reauire deliverv of the Vessels to a Reserve Fleet site instead of the port 
of delivery, it is agreed that Charterer’s redelivery obligations may be performed 
at any West Coast port approved by the Owner, prior to the movement of the 
Vessels to the Fleet site. At the redelivery survey provided for in Clause 10, 
surveyors appointed by the Charterer and surveyors appoint. vy the Owner shall 
be present, who shall determine and state the repairs or work necessary to place 
the Vessels on the date of redelivery in the class and condition required under this 
Clause, which findings shall include all repairs and work required to be performed 
at the time of redelivery by the Classification Society and all other regulatory 
bodies and all repairs or work which are necessary to place the Vessels on the date 
of redelivery in the good order and condition required by this Clause. The 
Charterer, before redelivery, shall make all such rerairs and do all such work so 
found to be necessary at its expense and time or, at Owner’s option, the Charterer 
shall on Owner’s request discharge such obligation by payment to the Owner of 
an amount sufficient to place the Vessels in such class, order and condition and to 
provide for the foregoing work and repairs at the prices current at the time of 
redelivery, Which amount shall also include compensation at the rate of basic hire 
pavable under this Agreement for the time reasonably required under then existing 
conditions to complete such work or repairs and compensation for all other expenses 
(including insurance) incident to such work or repairs or which would have been 
borne by the Charterer if the repairs had been effected prior to redelivery. 

(c) In preparation for the layup of the Vessels in the Reserve Fleet, (in event 
Owner exercises its ontion to require redelivery at a Reserve Fleet site) the 
Charterer agrees to perform and pay for all of the work required by the Owner in 
connection therewith in accordance with Operations Regulation No. 125, as 
revised from time to time, such costs to be included as voyage expense in determin- 
ing additional charter hire hereunder. 

(d) Should any dispute arise between the Owner and the Charterer with respect 
to responsibility for repairs, renewals, re;lacements, or condition of the Vessels, 
at the time of redelivery, the Charterer shall, without prejudice to its contentions, 
make and pay for such disputed repairs, renewals, or rerlacements, or any part 
thereof before redelivery and mav recover the cost from the Owner, together with 
vessel expenses and charter hire during the period required for the performance of 
such work over and above the time required to perform Charterer’s redelivery 
repairs, in event Owner’s liability therefor is established. 
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D. OPERATION OF THE VESSELS 


CriausE 19. Charterer to Man, Operate and Supply.—During the period of this 
Agreement, the Charterer shall, at its own expense, and by its own procurement, 
man, victual, navigate, operate, supply, fuel the Vessels and repair them as 
required to comply with the Charterer’s obligations under this Agreement, and 
pay all other charges and expenses of every kind and nature whatsoever incident 
to the use and operation of the Vessels under this Agreement. The Owner reserves 
the right to require the removal of the Master or the Chief Engineer of either 
Vessel if it shall have reason to be dissatisfied with his conduct or if it considers 
his employment to be prejudicial to the interests of the United States. Except 
as otherwise expressly provided in this Clause and elsewhere in this Agreement, 
the Charterer and not the Owner shall have exclusive possession, control and 
command of the Vessels during the entire period of use under this Agreement. 

CiausE 20. Employment of Affiliates, etc.: Rental of Office Space.—(a) Unless 
granted an exemption upon such terms and conditions and for such specific 
period of time as the Owner shall determine pursuant to Section 803 of the Act, 
the Charterer shall not employ any person or concern performing or supplying 
stevedoring, ship-repair, ship-chandler, towboat, or kindred services to supply 
such services to the chartered Vessels if the Charterer or any subsidiary company, 
holding company, affiliate company, or associate company of the Charterer, or 
any officer, director, or employee of the Charterer, such subsidiary company, 
holding company, affiliate company, or associate company of the Charterer, or 
any member of the immediate family of the Charterer, or of such officer, director, 
or employee of the Charterer, or any member of the immediate family of any 
officer, director, or employee of such subsidiary company, holding company, 
affiliate company, or associate company of the Charterer owns any pecuniary 
interest, directly or indirectly, in the person or concern supplying such services 
to the chartered vessels, or receives any payment or other things of value, directly 
or indirectly, as a result of such employment of services. 

(b) Without prior approval of the Owner granted upon such terms and condi- 
tions as the Owner may prescribe, the Charterer shall not rent office space owned 
by the Charterer or by any subsidiary, holding company, affiliate, or associate 
company of the Charterer, or by any officer, director, or employee of the Charterer, 
or any member of the immediate family of the Charterer, or of such officer, direc- 
tor, or employee of the Charterer, or any member of the immediate family of any 
officer, director, or employee of such subsidiary, holding company, affiliate, or 
associate company of the Charterer. 

CLAUSE 21. Efficient Operation.—The Charterer agrees to conduct its business 
and its operations with respect to the Vessels and Trade Route referred to in this 
Agreement in the most economical and efficient manner. 

CLAUSE 22. Use of United States Goods.— Whenever practicable, the Charterer 
shall use only articles, materials, and supplies of the growth, production and manu- 
facture of the United States, as defined in Section 505 (a) of the Act, except when 
it is necessary to purchase supplies and equipment outside the United States to 
enable either Vessel to continue and complete her voyage, and the Charterer shall 
perform repairs to the Vessels within the continental limits of the United States, 
except in an emergency. 

CLAvusE 23. Development of American-flag Merchant Marine.—The Charterer 
will cooperate with the Owner and with other American-flag companies in the 
development of the American-flag merchant marine as a whole, and, whenever 
practicable, the Charterer will favor American-flag companies in transshinping of 

argo, in selecting foreign and domestic agents or other representatives, and in the 
rental of terminal and other facilities and in related matters. 

CiausE 24. Services Rendered Vessels.—The Charterer, if and when requested 
by the Owner, shall file with the Owner rates and schedules covering any services 
rendered the Vessels under this Agreement by any individual, firm or cory oration. 

CLausE 25. No Transfer or Assignment.—The Charterer shall not, without the 
Owner’s written or telegraphic consent, sell, transfer or assign this Agreement or 
any interest therein, or time charter or subcharter any Vessel, or make any arrange- 
ment whereby the maintenance, management, or operation of either Vessel is to 
be performed by any other person. 

CLAusE 26. Preference and Conference Agreements.—(a) The Charterer shall not 
unjustly discriminate in any manner so as to give preference, directly or indirectly, 
in respect to cargo in which the Charterer has a direct or indirect ownership or 
purchase or vending interest. If the Charterer carries any cargo on its own behalf 
or for its own account or on behalf or for the account of any associate, affiliate, 
subsidiary, parent or holding company, the Charterer shall not discriminate in its 
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own favor, or in favor of any such associate, affiliate, subsidiary, holding or parent 
company, in regard to rates charged or service rendered. The Charterer shall 
also hold confidential and shall not reveal to any such associate, affiliate, sub- 
sidiary, holding or parent company any information whatsoever, except such infor- 
mation as is generally made available to the public in the regular course ofthe 
steamship business in regard to cargo of similar kind or nature which the Charterer 
may at any time carry for any other interests or otherwise. 

(b) |The Charterer agrees not to continue as a party to or to conform to any 
Agreement with another carrier or carriers by water, or to engage in any practice 
in concert with another carrier or carriers by water, which is unjustly discrimina- 
tory or unfair to any other citizen of the United States who operates a common 
carrier by water exclusively employing vessels registered under the laws of the 
United States on any established trade route from and to a United States port 
or ports. 

Gave 27. Libels.—Neither the Charterer nor the Master of either Vessel 
hereunder nor any other person shall have the right, power, or authority to create, 
incur or permit to be placed upon either Vessel any lien whatsoever other than 
for crew’s wages or salvage. The Charterer agrees to carry a properly certified 
copy of this Agreement with the ship’s papers on board each Vessel, and agrees 
to exhibit the same to any person having business with the Vessel, and agrees 
also to exhibit the same to any representative of the Owner on demand. 

The Charterer agrees to notify any person furnishing repairs, supplies, towage, 
or other necessaries to either Vessel that neither the Charterer nor the Master 
has any right to create, incur or permit to be imposed upon the Vessel any lien 
whatsoever, except for crew’s wages and salvage. Such notice as far as may be 
practicable shall be in writing. The Charterer further agrees to fasten in each 
Vessel in a conspicuous place, and to maintain during the charter period, a notice 
reading as follows: 


“This Vessel is the property of the United States of America. It is under 
charter to and, by the terms of the charter neither the 
Charterer nor the Master has any right, power, or authority to create, incur 
or permit to be imposed upon the Vessel any lien whatsoever, except for 
crew’s wages and salvage.” 


The Owner shall indemnify, hold harmless and defend the Charterer against any 
liens, claims or liabilities of whatsoever nature upon the Vessels at the time of 
their respective deliveries under this Agreement. The Charterer shall indemnify 
and hold harmless the Owner against any lien of whatsoever nature upon the 
Vessels and against any claims against the Owner arising out of the operation of 
the Vessels by the Charterer, or out of any act or neglect of the Charterer, in 
relation to the Vessels, or the operation thereof, except insofar as such liens or 
claims arise out of any matter covered by the insurance procured and in force, 
as provided herein. If a libel should be filed against either Vessel or if either 
Vessel is otherwise levied against or taken in custody by virtue of legal proceed- 
ings in any court because of any liens or claims arising out of the operation of the 
Vessel by the Charterer, the Charterer shall at its own expense within fifteen (15) 
days thereof cause such Vessel to be released and the lien to be discharged. 

CLAUSE 28. Officers and Crew.—The Charterer agrees with respect to the Vessels 
that during the period of this Agreement: 

(a) Insofar as is practicable, officers’ living quarters shall be kept separate and 
apart from those furnished for members of the crew; the Charterer shall comply 
with all rules and regulations promulgated by the appropriate agencies of the 
United States. 

(b) Licensed officers and unlicensed members of the crew shall be entitled to 
make complaints or recommendations to the Owner, provided they file such 
complaint or recommendation directly with the Owner or with their immediate 
superior officer, who shall be required to forward such complaint or reeommenda- 
tion with his remarks to the Owner, or with the authorized representative of the 
respective collective bargaining agencies. 

(c) Licensed officers who are members of the United States Naval Reserve shall 
wear on their uniforms such special distinguishing insignia as may be approved 
by the Secretary of the Navy; officers being those men serving under licenses 
issued by the United States Coast Guard or its successor. 

(d) The uniform stripes, decoration, or other insignia shall be of gold braid or 
woven gold or silver material, to be worn by officers and no member of the ship’s 
crew other than licensed officers shall be allowed to wear any uniform with such 
officer’s indentifying insignia, 
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e) No discrimination shall be practiced against licensed officers who are other- 
wise qualified, because of their failure to qualify as members of the United States 
Na al Reserve 

(f) The Charterer shall comply with all laws governing the citizenship of li- 


censed officers and crews, including Section 302 of the Act. 


CLAUSE 29. Insurance ( he Charterer shall at all times during the period 
of the Vessels’ use unde: this Agreement carry and maintain on the Vessel insur- 
ance covering all marine hull (including increased value of hull and machinery) 
and marine protectio! and indemnit insurances, and such other insurance as the 


Owner may require, in such amount and in such form and with such insurance 
companies, underwriters or funds as the Owner may require and approve. The 
Charterer shall also obtain excess ce ion liability insurance satisfactory to the 
h Vessel All such insurance shall be 
be placed and kept with responsible insurers satisfactorv to the Owner, and shall 
I 
} 








Owner in the amount of $3 million as to ea 


ie United States of America 








include t n assured, without right of subrogation 
against the United States insofar as it terest in said Vessels is concerned, and 
with lity by the United States for assessments under any mutual form of 


policy. The marine hull and increased value insurance on each Vessel shall not 
be less than the following amounts: 


Steamship President C'eveland $7. 267. 241. 00 
Steamship President Wilsor 7. 267. 241. 00 


The marine P & [ insurance shall be in the amount of $2,500,000 for each Vessel. 
The Charterer shall also at all times during the period of the Vessels’ use under 
this Agreement carry and maintain such crew insurance as is required by the 
Charterer’s current bargaining agreements. 

b All losses under the policies of insurance carried on the Vessels shall be made 
pavable to the Owner for distribution by it to itself and the Charterer as their 
interests may appear, provided, however, that in the absence of specific instruc- 
tions to the contrary, P & 1 insurance claims in amounts not exceeding $10,000 
mav be pavable directly to the Charterer. The originals of all cover notes or 
binders and policies shall be delivered promptly to the Owner for its custody and 
approval 

in the event that any of the insurance hereinbefore provided for shall not, 
by reason of any act, Omission, or negligence of the Charterer, be kept in full 
force and effect, or for any reason (including but without limitation the existence 
of any deductible average, franchise provisions, or other exclusion contained 
therein but excluding insolveneyv of the underwriters) does not cover in full all 
losses, damages, claims or demands, the Charterer shall indemnify and hold 
harmless the Owner against all such losses, claims and demands. 

1) No tender of abandonment as a constructive total loss shall be made without 
the prior approval of the Owner, provided, however, that in the event the Owner 
refuses to approve such tender or fails to act thereon within twenty (20) davs 
after receipt of Charterer’s request, then charter hire shall cease as of the date 
of such refusal or at the expiration of such twenty (20) day period, as the case may 
be, and all operating expenses not covered by insurance shall thereafter be for 
the Owner’s account and any resulting dimunition in the recoverv from the 
underwriters attributable to the neglect or refusal to approve such tender of 
abar donment shall be borne b the Owner, in the event, it is determined that 
abandonment was proper under all the circumstances 

Nothing in this Clause 29 shall prohibit the Charterer from placing addi- 
tional insurance whether on increased value of hull and machinery or on other 
interests in the venture, provided (i) that such insurance shall not exceed the 
amount permitted by warranties or other conditions contained in the insurance 
required by subdivision (a) of this Clause 29, unless with the consent of the 
underwriters of such required insurance, and (ii) that the Charterer shall im- 
mediately furnish the Owner with particulars of any such additional insurance 
effected, including copies of any binders, cover notes or policies and wiitten con- 
sent of underwriters of the required insurance in any case where such consent is 
necessary 

Ciause 30. Bills of Lading or Voyage Charters.—All bills of lading or voyage 
charters issued under this Agreement shall contain directly or by reference 
substantially the following clauses: 

l Clause Paramount 

This bill of lading shall have effect subject to the provisions of the Carriage 
of Goods by Sea Act of United States, approved April 16, 1936, which shall 
be deemed to be incorporated herein, and nothing herein contained shall be 
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deemed a surrender by the Carrier of any of its rights or immunities or an 
crease be any of its responsibilities or liabilities under said Aet If anv 
term of this bill of lading be repugnant to sai id Act to any extent, such term 
shall be vert to that extent but no further.’ 
ii) General Average Clause: 






“General average shall be adjusted, stated, and settled, aceording to 
York-Antwerp Rules, 1950, excluding Rule 22, at such part or place in the 
United States as may be selected by the carrier, and as to matters not pro- 

ided for by these Rules, according to the laws and usages at the port of 
New Yor! In such adjustment, disbursements in foreign currencies shall 
be exchanged into United States money at the rate prevailing on the dates 
1ade and allowances for damage to cargo claimed in foreign curreney shall 
be converted at the rate prevailing on the last day of discharge at the port 
or place of final discharge of such damaged cargo from the ship Average 
agreement or bond and such additional security, as may be required by the 
carrier, must be furnished before delivery of the goods. Such cash deposit 


as the carrier or his agents may deem sufficient as additional security for the 
contribution of the goods and for any salvage and special charges thereon 
shall, if require d, be made by the goods, shippers, consignees, or owners of 
the goods to the earrier before delivery. Such deposit shall. at the option 
of the carrier, be payable in United Sta ~ money, and be remitted to the 
adjuster When so remitted the deposit shall be held in a special account 
at the place of adjustment in the name of the adjuster pending settlement 
of the general average and refunds or credit balances, if any, shall be paid 
in United States money.” 

en led “ Jason’’ Clau 

In the event of accident, danger, damage, or disaster before or after 
commencement of the voyage resulting from any cause whatsoever, whether 
due to negligence or not, for which or for the consequence of which the carrier 
is not responsible by statute, contract, or otherwise, the goods, shippers, 
consignees, or owners of the goods shall contribute with the carrier in general 
average to the payment of any sacrifices, losses or expenses of a general average 
nature that may be made or incurred, and shall pay salvage and special 
charges incurred in respect of the goods. If a salving ship is owned or 
operated by the carrier, salvage shall be paid for as fully as if the salving 
ship or ships belongs to strangers.” 

(iv) Liberties Clauses: 

“In any situation whatsoever and wheresoever occurring and whether 
existing or anticipated before commencement of or during the voyage, which 
in the judgment of the carrier or master is likely to give rise to risk of capture, 
seizure, detention, damages, delay or disadvantage to or loss of the ship or 
any part of her cargo, or to make it unsafe, imprudent, or unlawful for any 
reason to commence or proceed on or continue the voyage or to enter or 
discharge the goods at the port of discharge, or to give rise to delay or diffi- 
culty in arriving, discharging at or leaving the port of discharge or the usual 
place of discharge in such port, the carrier may before loading or before the 
commencement of the voyage, require the shipper or other person entitled 
thereto to take delivery of the goods at port of shipment and upon their 
failure to do so, may warehouse the goods at the risk and expense of the goods; 
or the carrier or master, whether or not proceeding toward or entering or 
attempting to enter the port of discharge or reaching or attempting to reach 
the usual place of discharge therein or attempting to discharge the goods there, 
may discharge the goods into depot, lazaretto, craft or other place; or the 
ship may proceed or return, directly or indirectly, to or stop at any such port 
or place whatsoever as the master or the carrier may consider safe or advisable 
under the circumstances, and discharge the goods, or any pact thereof, at 
any such port or place, or the carrier or the master may retain the cargo on 
board until the return trip or until such time as the carrier or the master 
thinks advisable and discharge the goods at any place whatsoever as herein 
provided; or the carrier or the master may discharge and forward the goods 
by any means at the risk and expense of the goods. ‘The carrier or the master 
is not required to give notice of discharge of the goods or the forwarding 
thereof as herein provided. When the goods are discharged from the ship, 
as herein provided, they shall be at their own risk and expense; such dis- 
charge shall constitute complete delivery and performance under this con- 
tract and the carrier shall be freed from any further responsibility. For 


48492—54——_3 
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any service rendered to the goods as herein provided the carrier shall be 
entitled to a reasonable extra compensation. 

“The carrier, master and ship shall have liberty to comply with any orders 
or directions as to loading, departure, arrival, routes, ports of call, stoppages, 
discharge, destination, delivery or otherwise howsoever given by the govern- 
ment of any nation or department thereof or any person acting or purporting 
to act with the authority of such government or of any department thereof, 
or by any committee or person having, under the terms of the war risk insur- 
ance on the ship, the right to give such orders or directions. Delivery or 
other disposition of the goods in accordance with such orders or directions 
shall be a fulfillment of the contract voyage. The ship may carry contra- 
band, explosives, munitions, warlike stores, hazardous cargo, and may sail 
armed or unarmed and with or without convoy. 

In addition to all other liberties herein the carrier shall have the right to 
vithhold delivery of, reship to, deposit or discharge the goods at any place 
whatsoever, surrender or dispose of the goods in accordance with any direction, 
condition or agreement imposed upon or exacted from the carrier by any 
government or department thereof or any person purporting to act with the 
authority of eitherofthem. In any of the above circumstances the goods shall 
be solely at their risk and expense and all expenses and charges so incurred shall 
be payable by the owner or consignee thereof and shall be a lien on the goods.”’ 

CiaAuse 31. General and Particular Average.—Average adjusters shall be ap- 
pointed by the Charterer from a list of adjusters satisfactory to the Owner, who 
shall attend to the settlement and collection of both general and particular average 
losses subject to customary charges. The Charterer agrees to assist the adjuster 
in preparing the average statement and to take all other possible measures to 
protect the interest of the Vessels and the Owner. 

CuiausE 32. Salvage.—Earned salvage shall be prorated 25% to the owner and 
75% to the Charterer, after deducting Owner’s and Charterer’s expenses, Master’s 
and Crew’s shares, and legal and other expenses incident to the salvage, provided 
however, that hire of the Vessel or Vessels involved shall not be considered an 
item of the Charterer’s expense hereunder. Salvage earned by the Charterer 
shall be considered gross income as defined in Clause 38. Settlement of such claims 
for earned salvage shall be subject to the approval of both Owner and Charterer, 
provided that the amount of awards for the salving of vessels of which the United 
States or any department or agency thereof is the Owner or Owner pro hac vice, 
or for the cargoes and freights on such vessels, shall be approved by the Owner 

CLAUSE 33. Assumption of Passenger Booking Commtiments——The Charterer 
hereby agrees to accept, perform and relieve the immediately preceding charterer 
of the Vessels, American President Lines, Ltd., from all liability in connection 
with all contracts and commitments for the carriage of passengers made by said 
Company which have been made in accordance with general authorizations issued 
by the Owner; and hereby agrees to honor, assume, carry out and perform all such 
commitments and contracts. The Charterer also agrees to reimburse American 
President Lines, Ltd., for such proportionate part of its reasonable costs and 
expenses (including overhead and advertising) as is deemed by the Owner to be 
attributable to such commitments and contracts. 


E. MANAGEMENT OTHER ACTIVITIES OF CHARTERER 


CiausE 34. Mergers, etc.; Business not Related to Shipping—The Charterer 
agrees that during the charter period it will not, W ithout the prior written approval 
ot the Owner (1) effect any merger, consolidation or substantial acquisition or 
disposition of assets not in the ordinary course of business, or (2) directly or 
indirectly embark upon any new enterprise or business activity not directly 
connected with the business of shipping. 

Criause 35. (a) Coastwise or Intercoastal Service.—Neither the Charterer nor 
any holding company, subsidiary, affiliate, or associate of the Charterer, nor any 
officer, director, agent, or executive thereof shall, without the permission of the 
Owner granted pursuant to Section 805 (a) of the Act, directly or indirectly, 
own, operate, or charter any vessel or vessels engaged in the domestic intercoastal 
or coas‘wise service, or own any pecuniary interest, directly or indirectly, in any 
person or concern that owns, charters, or operates any vessel or vessels in the 
domestie intercoastal or coastwise service; Provided that, if such permission is 
or has been granted, none of the persons mentioned in this Clause shall divert, 
directly or indirectly, any moneys, property, or other thing of value, used in for- 
eign trade operation, for which a subsidy is paid by the United States, nto any 
such coastwise or intercoastal operations; Provided further, that where such 
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permission is or has been granted pursuant to the Proviso clause of the first para- 
graph of Section 805 (a) of the Act, in the event of substantial change in the char- 
acter or extent of such operations over those conducted during 1935, the foregoing 
permission to continue such operations may be limited or terminated by the 
Owner, afier notice to the Charterer and opportunity for hearing, with respect 
to any or all of the operations thus permitted. 

b) Salaries and Fees No director, officer, or employee (which terms shall be 
construed in the broadest sense to inelude, but not to be limited to managing 
trustee or other administrative agent) shall receive from the Charterer and its 
affiliate, subsidiary, or associate, directly or indirectly, wages, salary, allowances 
or compensation in any form for personal services which will result in su 





h person’s 





receiving a total compensation for his personal services from such sources exceed- 
amount or value Twenty-five Thousand Dollars ($25,000) per annum. 
c) Employment of Managing Agent.—The Charterer shall not without the prior 


consent of the Owner employ any other person or concern as the managing or 
agent of the Charterer. 
d Emp oyment 0. Vember of Congress The Charte rer shall not employ any 
Member of Congress, either with or without compensation, as an attorney, agent, 
officer, or director Except to the extent permitted by law, no Member of or 
Delegate to Congress or any Resident Commissioner is or shall be admitted to 
any share or interest in this Agreement, or any benefit that may arise therefrom. 
e willful failure or willful refusal of any person descr 
ply with the above provisions of this Clause, the Owner shall have 
the right to rescind the Agreement, and upon such rescission, the Owner shall be 

lieved of all further liability under this Agreement 

CLavus I gn-I’lag Vessels.—Neither the Charterer, nor any holding 
company, subsidiary, affiliate, or associate of the Charterer, nor any officer, 












bed in this 
} 








lire or, agent, or exec ive thereof shall, direct directly, own, charter 


act as agent or broker for, or operate any foreign- el which competes with 





any American-flag yess service which may be i 1 bv the Owner to be 
essential pursuant to Section 211 of the Act, except as the Owner in its discretion 
and for a specific period of time may otherwise permit in accordance with the 
provisions of the Act 
I ACCOUNTING DEFINITION 
CLA t 37. Account Lg, Reportand S ipe on a The Charterer and every 
affiliate, domestic agent, subsidiarv, or holding company conneeted with, or 
lirectiv or indirectly control g or controlled by the Charterer 
i shall keep its books, records, and accounts relatir to the maintenance, 
operation, and servicing of the Vessels covered this Agreement in 
rdance with the Uniform Svstem of Accounts for Maritime Carriers’’ 
prescribed by the Maritime Administration, U. 5. Department of Commerce, 
in its General Order No. 22, Revised (Issue of 1950) effective January 1, 1951, 


and under such regulations as may be prescribed by the Owner, provided, 
that if the Charterer is subject to the jurisdiction of the Interstate 


nowever, 


Commerce Commission, the Owner shall not require the dur ition of | ooks, 
ecords, and accounts required to be kept in some other forn vy that Commis- 
mn; and 
2) shall file, upon notice from the Owner, balance sheets, profit-ar d-loss 


tatements, and such other statements of financial operations, special reports, 


nemoranda of any facts and transactions, which in the opinion of the Owner 


wffect the financial results in, the performance of, or transactions or operations 
inder this Agreement The Owner reserves the right to require that all or 
any of such statements, reports and memoranda shall be certified by independ- 





ent certified public accountants acceptable to the Owner. 

b) The Owner is hereby authorized to examine and audit the books, records, 
and accounts of all persons referred to above in this Clause whenever it may 
deem it necessarv or desirable, including an analysis of the surplus and all support- 
ing accounts. The Charterer agrees to allow any and all auditors, inspectors, 
attorneys, and other employees designated by the Owner, full, free, and complete 
access at all reasonable times, to each Vessel when in port or undergoing repairs 
and to all books, records, papers, memoranda, or other documents of the Charterer 
wherever located or of any holding company, subsidiary company, or affiliated 
company of the Charterer pertaining to any activities relating in any way to either 
Vessel, and further agrees to permit the making of photostatic or other copies 
of any such books, records, papers, memoranda, or other documents and to furnish 
without charge adequate office space and other facilities reasonably required by 
such auditors, attorneys, or inspectors in the performance of their duties. The 
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Charterer further agrees to establish and maintain from time to time such checks 
upon or systems of control of expenditures or revenues in connection with the 
operation of the Vessels as the Owner may request. 

(c) The Charterer agrees that upon the request and at the expense of the Owner 
it will carry upon either of the Vessels at any time during the period of this 
Agreement not more than three representatives of the Owner at any one time, 
will give such representatives full, free, and complete access at all reasonable times 
to all parts of such Vessel, and will cooperate with such representatives in the 
making of any inspection or investigation which the Owner may deem desirable. 

d) Upon the willful failure or willful refusal of any person described in this 
Clause to comply with the above provisions of this Clause, the Owner shall 
have the right to rescind this Agreement, and upon such rescission. the Owner 








shall be relieved of all further liability under this Agreement 
CLavseE 88. Definitions.—The terms ‘“‘net vovage profit’’, ‘fair and reasonable 
overhead expenses und “capital necessarily employed” as used herein with re- 





spect to the operation of the Vessels and services incident thereto are hereby 
‘fined, for the purposes of this Agreement only, as follows 

a Net Voyage Profit’’ shall be determined by deducting from gross income, as 
hereinafter defined, such direct vessel operating expenses, terminal and other 


auxiliary operating expenses, overhead expenses, interest expenses, amortization 














f deferred charges, depreciation on property utilized in the operation of the 
Vessels, and all other charges which are customarily made in accordance with 
sound accounting practice in determining net profits before provision for Federal 
income taxes, all as the Owner may deem fair and reasonable, provided, that in 
stances where the Charterer ¢ izes in other activiti tion to the opera- 
ion of the Ve Ss cove! 1 by s Avres € s, other 1 those 
directly and exclusively allocable to the operation of the Vessels shal pro- 
rated between these activities on such basis as the Owner may determine to be 
fair and reesonable. Such advertising expenses, applicable to operation of the 
chartered Vessels, shall be computed at actual cost ibject to a limit of $250,000 
i } 


per vear and pro rata for any part thereof 
] xpenses, other than overhead expenses, incurred prior to delivery of the 








\ . vr ae ent to their redelivery or to the termination of this Agreement, 
I rect! uttributable » the preparation tor, OF e liquidation of matters 
ur ge « of t! ‘ n of the Vessels ur r this Agree ‘nt shall be taken 
into account in determining ‘‘net voyage profit’, provided, that in respect of 
advertising expenses the provisions of this paragraph shall be subject to the limita- 
ion applicable to such expenses prescribed in the preceding paragraph. 


“Gross Income’’ shall include such items as revenue earned from the carriage of 


cargo, passengers, and mail, terminal and other auxiliary operations, and miscel- 





laneous profits and losses, such as those arising from pooling agreements, advance 
and prepaid beyond items, bar and slop chest, and such other transactions as the 
Owner may determine are properly included. ‘Gross Income’’ shall include also 
interest earned, dividends received, and other non-operating income [as well as 


all accruals to the Charterer as an operating-differential subsidy.]* If the Char- 





r engages in any other activities in addition to the operation of the Vessels, the 
revenues and miscellaneous income, other than those exclusively applicable to the 
opera of the Vessels, shall be prorated between these activities, on such basis 
as the Owner may determine to be fair and reasonable. 

Income consisting of capital gains and expenses consisting of capital losses shall 


in no event be included in the computation of ‘Net Voyage Profit’’, as above de- 
fined 

Income from and expenses attributable to assets, other than the Vessels, ex- 
cluded in the computation of ‘Capital Necessarily Employved’’, as hereinafter 
defined, shall not be ineluded in the computation of ‘‘Net Voyage Profit’’, as above 
defined. 

In determining ‘“‘Net Voyage Profit’’, as above defined, all profits and losses of 
persons performing services or supplying facilities to the Charterer which are re- 
quired to be included in the earnings of the Charterer under Section 803 of the Act 
shall be taken into account. 

(b) “Fair and Reasonable Overhead Expenses’’ shall irclude those expenses 
actually and necessarily incurred in the conduct of the business of operating the 
Vessels, such as salaries of officers; wages of employees; legal and accounting fees 
and expenses; rent, heat, light and power; communication expenses, office supplies, 
stationery and printing; membership dues and subscriptions; entertaining and 
solicitation; traveling expenses. insurance and bond premiums; postage, mainte- 


*Language in brackets to be included in charter if operating-differential subsidy is granted. 
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nance of office equipment, and miscellaneous administrative and gerieral expenses 
all as the Owner may determine to be fair and reasonable and properly included, 
provided, that there shall be deducted from the total of such expenses agency fees, 
commissions, brokerage, and such other miscellaneous earnings as the Owner may 
determine to be properly deductible. 

‘Fair and Reasonable Overhead Expenses”’ shall include also freight, passenger 
and other expenses incident to advertisi the Vessels and the route served by 
them; taxes, other than federal income taxes: and management and operating 


] 














commissior s, but only if and in the cases where the e press written consent of the 
Owner has been viven the Cherterer to employ anv other person or concern as the 
agent of the Charterer; all as the Owne: ne to 
d reasonable a 1 properly included 


If the Charterer engages in other activities in addition to the operatior of the 





Managing or operatin 


n nay det 
he 














Vessels, the ‘Fair and Reasonable Overhead Expenses’’ other than those directly 
and exclusively allocable to the operation of the Vessels shall be prorated betwee1 
such activities o1 such basis as the Owner may determine to be fair and reasonable 
“Cay l Veces } ly Emploved” in the business of the Vessels chartered 
here der shall be determined upon the bs provided by the United States 
Maritime Commission with respect to subsic id vessels in its General Order No 
71, as adopted by its suece Federal Maritime Board/ Maritime Adminis 
tration d ame l¢ fror oO tine excep yr INADpT ble provisions ot 
tl Order (such as those re (1) ship equities ») deposits in the Specia 
Reserve Fund 3) deposits apital Reserve Fund. and t) progress pay 
ments on vessels under constr yn) as determined by the Owner. 
G. TERMINATION MIS¢ LLANEO 
CLAusE 39. Termination After expiration of one i vear after the effective 
date of this Charter, either the Owner or the Charterer may terminate this Agree 
ment by giving ninety (90) days’ written not which 





event each of the Vessels shall be redelivered as 
of the voyage in progress at the end of such ni: a 

CriausE 40. Events of Default The following shall constitute events of default 
under this Agreement: 





(a) The failure of the Charterer to pay the charter |} 





r hire on either Ves las and 
when the same shall be due under the ter ; of this Agreen { 
The failure of the Charterer to operate either Vessel as require 1 by Clause 
3 and 4 or the operation of either Vessel on some other route without the prior 


written approval of the Owner. 
( The failure of the Charterer to maintain the Performance Bond as required 
by Clause 7 
“(d As 


y material misrepresentation by the Charterer in connection with this 
Agreement whether before or after execution hereof and hether made in an 
application, report or otherwise, or any willful failure by the Charterer to dis 
close information necessary to cause any material representation by it not to be 


} } 


misleading 





(e) The occurrence of any event causing the Charterer to be ineligible for charter 
of the Owner’s vessels. 

(f) A voluntary sale bv the Charterer of this Agreement or any interest therein 
or any assignment, transfer, agreement or arrangement whereby the maintenance, 
management or operation of the above described service, route or either Vessel 
shall pass out of the direct control of the Charterer without the consent of the 
Owner 


} 
} 


qg) The filing of a petition in bankruptey by the Charterer, or the entry of an 
Order, upon petition against the Charterer, adjudicating the Charterer a bankrupt, 
or the making of a general assignment for the benefit of creditors, or the Chartere 
losing its charter by forfeiture or otherwise, or the appointment of a receiver or 
receivers of any kind whatsoever, whether appointed or not in Admiralty, Bank- 
ruptey, Common Law or Equity proceedings, and whether temporary or per- 
manent, for the property of the Charterer, or the filing of a petition by the 
Charterer for reorganization under the Bankruptcy Act, or the filing of such a 
petition by creditors and the same approved by the court, or the approval of the 
court of a reorganization of the Charterer under said Act, whether proposed by a 
creditor, @ stockholder or any other person whomsoever. 

(h) Any breach of the Charterer of its obligations under this Agreement or any 
agreement executed in connection therewith (including but not limited to any 
operating-differential subsidy agreement with respect to the Vessels), or any ship 
mortgage given to or construction agreement made with the United States. 
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ot ( \ \ ’ ( take po iereof, 
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( ' I rs) . i | at la 1 he 
8) ( ‘ \ und lp ) i ever nature wl 1 the 
0 iv t ( ( 1 t re rr to wl he Owns 
j t I é ( ent i (I er & Lil t it 
eX] make t { i ( ) nay require ol 
1 MI ; of the Vessels and t Agreement, and 
a 1 i } ' 0 ts, p eve tha t Owner 
n ( i r or other de nu unpaid and appl 
Owner \]l expenses of I lect hall be for the accou of the Charterer 
( ‘ E43. Cance tion or Modification by Mutual Consent; Waivers a) This 
A ores t ma be terminated, modified, or amended at any time by mutual 
co ‘ To the exte 1 j 1 bv the Act nd subie to ‘ll of the terms and 
co re the &~ I 4V pon reques f the Charterer. wai iv of 
tl T1o imposed | s A ent upon I oO t_o f the « rea 
Vesse and t conduct f s bu ss by the Charterer or by any associate, 
afl te, subsidiary or parent | y Any such waiver shall be in writing and 
sl be limited to time it iatter, and a copy t hall be delivered 
to t ( rterer promptl option or yproval bv tl ne 
In the event major alterations or additions to the Vessels or either of them 
are 1 ed to be pe nt to rules and regulat’ons of the United States 
Cc t Guard ort America Bureau of Shippi to the extent that further use 
of suc Vessel or Vessels, in the opinion of the Owner, would be uneconomical, 
either the Owner or the Charterer may terminate this Agreement as to such Vessel 
or \ ( bv giving writt tice to the other party and, notwithstanding any 


other provisio1 f this Agreement, the Charterer may redeliver such Vessel or 






Ve T the pe rior of sucl ( 

( » 44. Warre as Bro g her Chari r Wirrant iat has 
not employed any person to solicit or secure this Agreement upon any agreement 
for a commiss _ percentage, brokerage, or contingent fee Breach of this 





inul this Agreement or, in its discre- 
tion, to add to any sums payable under this Agreement the amount of such com- 
mission, percentage, brokerage, or contingent fees This warranty shall not apply 
to commissions payable by the Charterer upon agreements or sales secured or made 
through bona fide established commercial or selling agencies maintained by the 
Charterer for the purpose of securing business. 

CrausE 45. Renegotiation This agreement shall be deemed to contain all the 
provisions required by Section 104 of the Renegotiation Act of 1951. The Con- 
tractor (which term as used 
means the Bareboat Charterer, and, as used in this sentence in related subcontracts 
shall mean the party contracting to perform the work or furnish the materials 


required under such subcontract) shall, in compliance with said Section 104, insert 


warranty shall give the Owner the right to 





> 


in this sentence in the Bareboat Charter Agreement, 
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the provisions of this Clause in each subcontract and purchase order made or 
issued in carrying out this Agreement. 

CriauseE 46. Notices.—Unless otherwise provided in this Agreement or mutually 
agreed upon, all payments, notices and communications from the Owner to the 
Charterer, pursuant to the terms of or in connection with this Agreement, shall 
be made or addressed to the Charterer at the address provided herein, and all 
payments, notices and communications from the Charterer to the Owner, pursuant 
to the terms of or in connection with this Agreement, shall be made or addressed 
to the Owner at its offices in Washington, District of Columbia. 

In witness whereof, this Agreement has been executed in triplicate by the 
Charterer on the 25t! day of July 1952, and by the Owner on the 3lst dav of 
July 1952 

AMERICAN PRESIDENT LINEs, LtTp 
By S/ GerorceE T. Patni 


Vice President. 


Unitep STATES oF AMERICA 
DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 
By S/ R. L. McDona.p, 
Acting Secretary. 
Execution for Charterer. 
Attest 
S/ J. A. Taanertt, Secretary 


Senator Payne. The first witness we have is Hon. Louis 8S 
Rothschild, Maritime Administrator. 

Mr. Rothschild, we are delighted to have you here, and you may 
proceed In your oWNn way. Do you want your complete statement 
placed in the record, or do you prefer to read the statement into the 
record? 

Mr. Roruscurip. I should like to have the statement placed in the 
record and then I will comment on the statement 

Senator Payne. All right. Your statement in its entirety will be 
placed in the record, and you may proceed in your own way to make 
such comments as vou desire. 

(The statement of Louis 5S. Rothschild is as follows: 


STATEMENT BY Louis S. Roruscnitp, MARITIME ADMINISTRATOR, ON BEHALF 
OF THE MARITIME ADMINISTRATION AND THE DEPARTMENT OF COMMERCE 


The legislation is designed to authorize the Secretary of Commerce to sell two 
war-built passenger-cargo vessels to the American President Lines, Ltd. The 
Department of Commerce favors enactment in this session of Congress of legisla- 
tion to dispose of these vessels. 

Before January 15, 1951, date of termination of sales authority under the Mer- 
chant Ship Sales Act of 1946, these two war-built passenger-cargo vessels had been 
available for sale as well as for charter under the provisions of the Ship Sales Act 
There were, however, no applications for purchase, but the vessels upon their 
completion as passenger-cargo vessels were chartered to American President Lines, 
Ltd., for its trans-Pacific passenger servic« 

Under section 7 of the Ship Sales Act, the American President Lines, Ltd., was 
entitled to a preference over other applicants in view of the fact that some of its 
prewar tonnage was lost or requisitioned during World War II and had not been 
replaced. This company had lost, at sea or due to requisition by the United States 
Government during World War II, such owned passenger-cargo vessels as were 
being operated in said service at the time. 

Negotiations looking to the sale of these two vessels under charter have arrived 
at a negotiated price at which the American President Lines, Ltd., is willing to 
purchase the vessels. Legislative authority is necessary in order to carry out the 
proposed sale and purchase. The price and terms of the proposed sale are consis- 
tent with the pattern of previous legislation, the Merchant Marine Act, 1920; the 
Merchant Marine Act, 1936; and the Ship Sales Act of 1946, and would be con- 
sistent with the sales procedure under the Ship Sales Act at statutory prices with 
terms and adjustments provided for by statute. 
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The sale of these vessels to the present charterers, for continued use in the same 
trans-Pacific combination service, would fit in with the program of vessel replace- 





ments under the operating-differential subsidy agreement with the American 
President Lines. Ltd The vessel re especially suitable for the long-range 
operatin r-dlifferer tial sul = ly program of Cr tial trade-routes services. They 





are necesss 


tenance of services under the operating-differential 
ransfer to private ownership for continued operation 
lic interest under the national policy for the American 


merchant marine. To dispose of these vessels in any other way would involve 


for tl 





subsidy contract, a 
in the services is iz 


the po ible disruption of a neces arv continuing service 
However, the que stion of the desirability of competitive bidding has been raised 
and you may wish to consider this as a possible procedure 


Che legislation provides for a basic sales price of $6,500,000, with depreciation 
) 


{ 
of $1,225 per day for the priod April 1, 1954, to the date of execution of the contract 
of sale This price has been de veloped by treati the vessels as if thev were sold 
under the Ship Sales Act on January 15, 1951, with depreciation thereafter on the 





basis of a 20-year economic life, after deducting from the sales price under such act 


as a residual value, 24 percent of the prewar domestic cost of the vessels. On the 
basis of such assumptions which are consistent with the method required to be 
emploved by all subsidized op ors as to vessels purchased under the Ship Sales 





Act), the vessels would have an average net book value on April 1, 1954, of approx- 
imately $6,500,000 per vessel and the average depreciation rate per day per vessel 
would be approximately $1,225 

So that you may evaluate these pricing provisions, I wish to review the historv 
of these two vessels and the factors which were used in arriving at the price. 

These two vessels were constructed for the United States Maritime Commis- 
sion by the Bethlehem-Alameda Shipyard, Inc., at Alameda, Calif., under a 
contract dated January 16, 1942, which called for the construction of 10 P-2 
troop-transport vessels. In 1946 the Commission and Bethlehem amended the 
construction contract to provide for the completion of the last 2 of these 10 
troop-transport vessels as passenger-cargo vessels. The two vessels completed 
as passenger-cargo vessels were delivered by the shipbuilder in December 1947 
and in April 1948, respectively. 

The cost of constructing these two vessels, completed as passenger-cargo ves- 

l . Alameda Shipyard, Inec., averages $20,696,269 per vessel. 
Under the Ship Sales Act, in arriving at the total cost of the Cleveland and the 
Wilson, there is added to the $20,696,269 construction cost the Commission’s 
direct costs for naval architects’ fees for the passenger-cargo ship, the estimated 
cost of the Commission-supplied steward’s outfit, the pro rata administrative 
expense of the Commission’s wartime ship-construction program, and the ap- 
portioned cost of the Commission-owned Bethlehem-Alameda Shipyard facilities 
used in the construction of these two vessels. With these additional costs added 
to the average per-vesse! construction cost, the total cost of the Cleveland and 
Wilson averaged $22,698,696 per vessel. These items were also added when the 
former Commission priced other ships under the act. 

The floor price (that is, 35 percent of $22,698,696) for each of these vessels 


calculated under the provisions of the Merchant Ship Sales Act of 1946, is 
$7,944,! 


sels by Bethlehem 














44, 

The estimated prewar domestic cost per vessel under the Merchant Ship 
Sales Act of 1946 was $11,200,000, 50 percent of which, or $5,600,000 represented 
the statutory sales price. Under the 1946 act, these vessels could have been sold 
at the “‘statutory sales price’ or the floor price, whichever was the greater. 
Therefore, each of the vessels could have been sold for $7,944,544. 

It should be noted that American President Lines, Ltd., will continue to be 
liable for the payment of charter hire pursuant to its charter until the vessels 
are delivered to them under a contract of sale. 

Under the proposed legislation the two vessels, if sold, would be subject to 
the requirement of documentation under the laws of the United States for not 
less than the remainder of the 20-vear economic life of the vessel, or so long as 
there remains due the United States any principal or interest on account of the 
purchase price, whichever is the longer. This is consistent with the requirements 
of section 503 of the Merchant Marine Act, 1936, with respect to all vessels sold 
with construction-differential subsidy aid. The proposal would also authorize 
the mortgage covering the unpaid purchase price of the vessel to provide that 
the sole recourse against the purchaser of the vessel under such mortgage and 
the notes secured thereby be limited to the repossession of the vessel by the 
United States. This provision is in accord with recent amendments to the 
1936 act. 
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Further, the proposed legislation would require the incorporation in the sales 
contract of a provision to the effect that, in the event the vesse!s are requisitioned 
or purchased by the United States, the cost to the United States shall not exceed 
the depreciated sales price of the vessel, plus the depreciated cost of capital 
improvements thereon, or scrap value, whichever is the greater, the depreciation 
to be computed on the rate adopted by the Internal Revenue Service as to these 
vessels. This provision is consistent with the provisions of section 802 of the 
1936 act, which cover the acquisition by the Government of a vessel with respect 
to which a construction-differential subsidy has been allowed. 


STATEMENT OF LOUIS S. ROTHSCHILD, MARITIME ADMINIS- 
TRATOR, ON BEHALF OF THE MARITIME ADMINISTRATION 
AND THE DEPARTMENT OF COMMERCE 


Mr. Roruscuiitp. Thank you, sir. 

This legislation was introduced to carry out the matters set forth 
in a letter by the Secretary of Commerce to the chairman of this 
committee, which letter was dated May 25, 1954, and my testimony, 
therefore, will be in support of the views expressed in the Secretary’s 
letter. 

The bill would authorize the sale of two war-built passenger-cargo 
vessels to the American President Lines. We favor the enactment 
of the bill with any restrictions the Congress deems necessary. 

The vessels were available for sale under the Merchant Ship Sales 
Act of 1946 until January 15, 1951, when the sales authority under 
that act terminated. No applications to purchase the vessels were 
made during the period when they could have been sold, but they 
were chartered to American President Lines under the authority of 
the 1946 act. 

Under section 7 of that act the American President Lines has a 
preference to buy the vessels in view of their losses, their wartime 
losses which have not been replaced. 

Maritime and American President Lines have carried on a long 
negotiation to arrive at a price, and that price is agreeable to American 
President Lines and they have agreed to buy at this negotiated price. 

The sale to American President Lines for continued use in the 
trans-Pacific service fits in with their replacement obligations under 
their operating contracts and subsidy agreements. 

The vessels, in our judgment, are necessary for the maintenance of 
the service and private ownership of the vessels is in the public interest 
and in keeping with the National Maritime policy. 

Some people have raised the issue of whether or not it would be 
desirable to sell these vessels by competitive bidding rather than a 
negotiated price, and you and your committee may desire to consider 
this in place of our recommendation. 

It is proposed to sell these vessels at a base price of $6% million 
each, and that price would be based upon a date of April 1, 1954, with 
depreciation of $1,225 per day until the date of the execution of the 
contract of sale. 

This price has been arrived at by taking the Ship Sales Act price as 
of January 15, 1951, and deducting therefrom a residual value of 
2% percent of the prewar domestic cost of the vessels and depreciation 
on the basis of a 20-year life of the vessels, and this method is con- 
sistent with the method employed by all subsidized operators who 
purchase ships under the Ship Sales Act of 1946. 
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In considering whether or not this is a fair price, it would be well 
to keep in mind the history of these two vessels. They were contracted 
for on January 16, 1942, as P—2 troop transports under contract with 
the Bethlehem-Alameda Shipyard. That contract was later amended 
to provide for their completion as passenger-cargo vessels. One of 
them was delivered in December 1947 and one in April 1948. 

Their cost as passenger-cargo vessels averaged almost $21 million 
each, but under the Ship Sales Act to this $21 million figure is added 
naval architects’ fees for the conversion, the estimated cost of stew- 
ards’ equipment which was furnished by Maritime, the pro rata share 
of the administrative cost of the Maritime warship-building program 
and the apportioned cost of the Commission-owned shipyard which 
was used in the construction of the two ships. 

When those items are added this brought the cost to almost $2: 
million per vessel. $22. 698.696. to be exact. 

Now, under the 1946 act again, the floor price of these vessels would 
have been, as provided by statute, 35 percent of that nearly $23 
million figure, or $7,944,544. 

The estimated prewar domestic cost under the Ship Sales Act was 

{ 


ld have been 50 percent 


$11,200,000, and the statutory sales price wou 
of that figure. or $5.600.000. 

Again under the 1946 act the vessels could have been sold at the 
adj isted statutory sal S DI i CO! the flo r p! ice, W hichever was oreater, 
and in this instance the floor price is greater, and that is the price upon 
which the present negotiated price has been based. 

This legislation which you are now considering provides, also, that 
the vessels will remain documented under United States laws for the 
remainder of their 20-year life or so long as payments under the mort- 
race remain due to the United States. 

The proposal adopts the recent amendments to the 1936 act pro- 
viding that sole recourse against the purchaser shall be limited to 
repossession of the vessels by the United States and that there is no 
liability against the company be yond the repossession. 

The bill further provides that if the vessels are requisitioned or 
re acquire ‘d by the United States the price paid for them shall not exceed 
the depreciated sales price plus the depreciated cost of initial improve- 
ments or the vessel’s scrap value, whichever is greater. Depreciation 
rates are to be determined in accordance with the schedule adopted 
by the Internal Revenue Service. This follows the method of section 
802, which deals with ine valuation of vessels with respect to which a 
construction subsidy has been granted. 

That, Mr. Chairman, is a summary of what is contained in my 
larger and fuller statement. 

I will be glad to try to answer any questions, and I have Mr. Acker- 
son and Mr. Harlow from the General Counsel’s office with me to 
assist, 1f necessary. 

Senator Paynn. Well, as I understand, Mr. Rothschild, you said at 
the outset of your remarks ie at you favored the bill? 

Mr. Roruscwiip. That is correct, 

Senator Payne. And that is the hee of the Department of 
Commerce? 

Mr. Roruscuintp. Except that they do want to call the committee’s 
attention to the fact that some people have raised the question of bids 
instead of a negotiated price. 
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Senator Payne. Now, you also said ‘‘with any safeguards.” Is 
that what you meant? 

Mr. Roruscuiup. Well, if you think, sir, the bill—— 

Senator Payne. Any safeguards the Congress sees fit to impose? 

Mr. Roruscuitp. No, sir. We had in mind that upon your ex- 
amination and reading of the bill you might feel that we have over- 
looked something and if you do feel that way we should be happy to 
have your amendments to safeguard—— 

Senator Payne. But it is your feeling, the feeling of the Commerce 
Department and yourself, that the provisions contained in this bill 
are fair, taking into account all factors? 

Mr. Roruscuiup. We think that we have negotiated a price which 
is eminently fair to the United States and to the purchaser, and that 
we have included in the legislation such safeguards as are necessary to 
the welfare of the country. 

Senator Payne. I notice in the bottom part of your statement on 
the first page you refer to the fact that this particular line lost con- 
siderable of its prewar tonnage; that it was either lost or requisitioned 
during World War II and had not been replaced. 

Do you have any facts concerning how much that tonnage was that 
was lost? 

Mr. Roruscuitp. I don’t have them with me, sir, but we can 
supply them to you, and I think perhaps Mr. Killion, president of the 
company, will have those figures, too. 

Senator Payne. Well, I have no further questions. 

Mr. Wesster. I have no questions. 

Senator Payne. Thank you very much. 

Mr. Ralph Casey, of the Government Accounting Office; is he here? 

Mr. Casry. Yes, sir, Mr. Chairman. 

Senator Payne. Mr. Casey, would you care to testify, or do you 
merely desire to have the letter dated June 8, 1954, to Senator 
Bricker, chairman of the full committee, from the Acting Comptroller 
General, made a part of the record? 

Mr. Cassy. I think that sufficiently states our position on the bill. 
[ would be glad to answer any questions the committee might have, 
but that is the only reason I appeared. 

Senator Payne. In other words, if I understand correctly, the 
Acting Comptroller General in this letter states that, very much in 
line with what Mr. Rothschild has said, on the basis of the determina- 
tion that has now been reached, he is of the opinion that the proposed 
sale of these vessels upon the terms and conditions stated would serve 
the interests of the United States? 

Mr. Casey. Yes,sir. I might say that I participated in some of the 
informal negotiations that preceded the drafting of this bill, and I 
have prepared a memorandum for the Acting Comptroller General 
so that he has been made aware of all the facts and all the circum- 
stances, and on the basis of his full knowledge of the facts he signed 
that letter. 

Senator Payne. All right. So far as you know, the Comptroller 
General does support the legislation as it is drafted? 

Mr. Casry. That is correct. 

Senator Payne. Thank you, sir. 

Do you have any questions? 

Mr. Wesster. | had just one question. 
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Can you suggest to us any safeguards which you believe, other than 
competitive bidding, we should consider in considering this bill, 
which are not presently in the bill? 

Mr. Caspy. No;I cannot. I don’t regard the competitive bidding 
more or less as a safeguard. I think that would change the form of 
the bill. I think reallv all the safeguards we suggested at the time 
of the negotiations were in ‘luded in the bill. 

Senator Payne. And you think the Government is adequately 
protected and is securing what is a fair price on the basis of this 
negotiation? 

Mr. Casry. Yes, sir; I do 

Senator Payne. Thank you, sir. 

lhe letter dated June 8, 1954, addressed to Hon. John W. Bricker, 
chairman of the full committee, from the Acting Comptroller General, 
will be made a part of the record. 

(The letter referred to, dated June 8, 1954, is as follows:) 

GENERAL ACCOUNTING OFFICE, 
COMPTROLLER GENERAL OF THE UNITED STA rEs, 
Washington 25, June 8, 1954. 
Hon. Joun W. Bricker, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Se nale 

Dear Mr. CuarrMan: Reference is made to your letter of May 28, 1954, 
forwarding a copy of Senate Joint Resolution 161, 83d Congress, 2d session, 
entitled “Joint resolution to authorize the Secretary of Commerce to sell certain 
war-built passenger-cargo vessels, and for other purposes,”’ and requesting any 
comments I may care to offer concerning this proposed legislation. 

The bill would authorize the Secretary of Commerce to sell the vessels steamship 
President Cleveland and steamship President Wilson to the American President 
Lines at prices approximating $6,500,000 each, to be computed in accordance 
with a formula sect forth therein and is a substitute for a bill originally submitted 
to the Bureau of the Budget by the Secretary of Commerce proposing to sell 
these vessels for $5,363,866 each. 

This Office considered the price originally fixed as too low, and during the past 
months numerous conferences and discussions have been held with officials of 
the Maritime Administration and of the American President Lines, Ltd. Based 
upon all the facts and circumstances, and in light of the stated purpose of the 
Merchant Marine Act of 1936 to have a privately owned fleet of merchant vessels, 
I am of the opinion that the proposed sale of these vessels upon the terms and 
conditions stated in the subject bill would serve the interest of the United States. 

Sincerely, 
FRANK H. WE!rzEL, 
Acting Comptroller General of the United States. 

Senator Payne. Mr. George Killion, president of the American 

President Lines. 


STATEMENT OF GEORGE KILLION, PRESIDENT, AMERICAN 
PRESIDENT LINES 


Senator Paynr. Do you have a prepared statement? 

Mr. Kiitron. Yes; 1 do, Mr. Chairman. I would like to file one. 

Senator Payne. Would you like to have this made a part of the 
record complete? 

Mr. Kiuuron. Yes, sir. 

Senator Paynre. Without objection that will be made a part of the 
record, then, and you will proceed in your own way, Mr. Killion. 

Mr. Kinuion. All right; thank you, Mr. Chairman. 

The statement of George Killion is as follows:) 
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STATEMENT OF GEORGE KILLION, PRESIDENT, AMERICAN PRESIDENT LINES, LTD. 





Mr. Chairman, and members of the committee, I appear here in support of 
Senate Joint Resolution 161, which would authorize the Secretary of Commerce 
to sell the combination passenger-cargo vessels, the steamships President Cleveland 
and President Wilson, to American President Lines. 

American President Lines and its predecessor companies have been in con- 


tinuous operation between the United States and the Far East since 1901. Pas- 
senger-ship service dates back to 1925 when the company began operation with 
vessels of the 535 type. These were soon supplemer ite -d by the President Hoover 


and President Coolidge, constructed during the early 1930’s. That passenger 
service has been uninterrupted except for the war years. It is now being main- 
tained by the Cleveland and Wilson. 

The present bill, authorizing the sale of these vessels to APL, is the result of 
more than a year of discussions which culminated in a jointly negotiated agree- 
ment between the Maritime Administration, representatives of the General 
Accounting Office, and APL. The Budget Bureau, as we are advised by the 
Secretary of Commerce, has subsequently added its assent. 

Frankly, gentlemen, we believe the price agreed upon for these vessels is high, 
both in relation to the capital risk involved and in the light of the history of these 


vessels and of their operation by APL. However, we know that the price negotia- 
tions were conducted by thoughtful, conscientious public officials who performed 
their duty with fairness as well as with resolution. For this reason, and because 


it is imperative that we crystallize our ship replacement program without further 
delay, we wish to record our support of this bill and urge its prompt enactment. 

The agreement among interested Government agencies to support enabling 
legislation authorizing sale of these two ships to American President Lines was 
in keeping with the established policies of our Government in respect to the 
sale of Government-owned vessels to private operators. The Congress in author- 
izing ship sales has never lost sight of its basic policies. These same policies have 
governed the formulation of this bill. The Merchant Marine Act of 1920 pro- 
vided safeguards against indiscriminate sale to operators who were alien to the 
route. The Merchant Marine Act of 1936 did likewise by providing for the 
charter and sale to a particular operator on a particular route. I call your special 
attention to the Merchant Ship Sales Act of 1946 and the regulations under the 
act which set up priorities for the existing charterer and for the citizen applicant 
with the heaviest wartime losses. 

I believe APL had the largest ratio of wartime losses of any United States-flag 
operator. Of the 20 vessels taken by the United States or lost to the enemy during 
World War II only 3 were returned. Our company was, of course, paid for these 
lost vessels, but the w ara dollars it received will buy today barely half of the 


ships they would then. Nor did APL’s war losses end with the Japanese sur- 
render. Immediately after the war APL undertook to restore its position on 
all its routes. As a start on the round-the-world service, the company ordered 


three combination vessels. These fine new ships were just about ready for 
delivery when the Korean hostilities broke out and the Navy took all three as 
permanent fleet units. 

The President Cleveland and President Wilson have been operated in the trans- 
Pacific service, under charter, by APL since their completion over 6 years ago 
and have never been operated by any other company. As early as mid-1944 
representatives of the Maritime Commission and War Shipping Administration 
realized that wartime casualties had eliminated those ships especially adapted to 
serving the important trans-Pacific passenger trade. They accordingly com- 
menced consultations with APL looking toward the completion of hulls 686 and 
687 as passenger-cargo ships specifically for use on the trans-Pacifie route, rather 
than as troop transports. Plans for use of these ships by APL in the postwar 
era were made known to the Merchant Marine and Fisheries Committee at 
about that same time in 1944. The Cleveland entered into service in December 
1947 and the Wilson in April 1948. 

Under the 1946 Ship Sales Act, which affords the basic pattern for the bill, 
APL would have had the equivalent of an absolute priority for purchase of these 
ships. American President Lines believes it has thoroughly earned the oppor- 
tunity to purchase these vessels at a price fair to the United States in order to 
continue under the Maritime Administration’s direction, a service which the 
Federal Maritime Board has found essential in the public interest, and which 
has incorporated in a contract with APL. 
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The Merchant Ship Sales Act of 1946 expired after several extensions on 
January 15, 1951. If APL had been able to buy the vessels under that act, this 
bill would have been unnecessary. However, due to a series of circumstances 
beyond the control of APL, they could not be acquired until now. One reason 
was the protracted htigation over ownership of a large block of stock acquired 
by the Government in 1938 from the company’s former owners, a controversy 
with which most of you are familiar. In 1952 the litigation was compromised 
and the stock sold under sealed bids for more than $18 million. Then, for the 
first time in many years, APL had an identifiable owner. An additional and 
controlling reason was that APL did not have an executed subsidy contract until 
September 25, 1952. APL had since 1947 been conducting operations in antici- 
pation that this contract would be formalized, but in consequence of a variety of 
delays, including formal hearings under section 602 of the act, nearly half of the 
10-year period had expired before the contract was executed. 

Within a few months after the contract was executed and the line returned to 
private ownership negotiations for the purchase of these vessels commenced. 
The chief difficulty, until last March, has been price. The Cleveland and Wilson 
became tail-end jobs in a wartime yard, and every workman knew he would be 
laid off when the ships were completed. Their construction was delayed further 
by redesigning and a long machinist strike. Construction was very slow and 
exceedingly costly. The Maritime Administration quite properly wanted to 
stay as close to the formulas of the Merchant Ship Sales Act of 1946 as possible. 
APL felt, however, that the accidents and delays of construction had led to an 
abnormally high construction cost and thus to a price far out of line with that 
fixed for any other vessels sold under the act. 

In the summer of 1953 the Maritime Administration staff recognized that the 
recorded costs of construction were far higher than normal and agreed as a 
compromise to take as a base for floor-price computations the theoretical 1944 
costs for these vessels. That led to a sale price of about $5,400,000 a vessel. 
The Secretary of Commerce sent the compromise bill to the Budget Bureau, 
which failed to gain approval of the General Accounting Office. Their objections 
led to the joint negotiations of last March, with the Maritime Administration, 
the GAO and APL. The only recognition of the abnormal costs we could get 
from the Government was to allow us depreciation on these 6-year-old vessels, 
not as we asked from the date of their delivery but only from January 1951, 
when the Ship Sales Act expired. That led to an April 1, 1954, price which was 
rounded off at $6,500,000. For insurance purposes, and completely independently 
of these negotiations, Frank 8. Martin & Son, the country’s leading ship surveyor, 
in February 1954, had appraised the market value of these vesesls at $6 million 
each 

We believe, therefore, that the price is high. But APL, for the reasons already 
indicated, has agreed to that price and is prepared to buy the vessels under the 
proposed legislation. 

The vessels have required, and still require, improvement. Their third-class 
accommodations were too few, either for the trade or the size of the vessels. 
Along with a great variety of smaller improvements, APL has had therefore 
substantially to increase their capacity. Every item of improvement and better- 
ment has been undertaken solely with an eye to improving their earning power 
in this trade and to make them more of a credit to the merchant marine. For 
2 vears prior to the actual delivery of these vessels the company was embarked 
on an extensive advertising program, rebuilding our position and prestige in the 
transpacific passenger trade and travel industry. The vessels sustained a net 
loss in their first year of operation, but after that commenced to earn modest 
profits and accrue additional charter hire. In fact the approximately $2 million 
of additional charter hire accrued to the Government must be attributed wholly, 
or at least largely, to our continuing earnest and watchful attention to everything 
that would improve the attractiveness and economy of these vessels. We have 
already invested over $1 million of company money in tangible improvements, 
and several millions more in the intangible assets of promotion, advertising, and 
trade development 

tealizing the Cleveland and Wilson would form the backbone of its fleet opera- 
tion, APL management determined to make the service and cuisine aboard these 
vessels unsurpassed by any ship afloat. Consequently, in collaboration with the 
Governmant and various maritime labor unions, the company set up mock state- 
rooms, service pantries and galley, built to exact specifications, at the United 
States Maritime Training School in Alameda, and there indoctrinated, over a 
several months’ training period, and at company expense, the cabin and dining 
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room stewards and waiters and other service personnel who were to be signed on 
these new ships. Through the vessel improvements and as a result of considerable 
ingenuity and resourcefulness on the part of management, these ships have been 
made satisfactory if not ideal. Insofar as first-class trade is concerned, the food, 
service, and accommodations aboard these vessels are now equal to any afloat. 
Throughout the world, in consequence of our advertising and the even more 
valuable word-of-mouth promotion of satisfied customers, the Cleveland and 
Wilson have become synonymous with APL and with deluxe passenger service in 
the Pacific. 

It should be stressed that the favorable reputation of these vessels is in large 
measure due to the cooperative spirit displayed by ali elements of maritime labor. 
They have taken a genuine pride in the vessels and done an admirable job in 
altering the attitude of many passengers who previously were of the opinion that 
the fastidious traveler would use foreign-flag ships rather than American-flag 
vessels. 

These vessels represent much more than mere physical property. Not only do 
they have the all-important “going-concern value’’ which APL has built into them, 
but it would be thoroughly unrealistic to consider them out of their context in 
the maritime policy of the country. They enable us to keep open the historically 
important trade route between the United States and the Orient, probably of more 
strategic importance today than at any time in history. Their part in our economy 
is likewise of importance, meaning jobs and a way of life for an army of seafaring 
and shoreside personnel. Wages paid to the personnel serving aboard these 
two ships since their entry into service, a little over 6 years ago, has been almost 
$22 million. Another $15 million has been paid for American made subsistence and 
stores, fuel, and repairs and maintenance. 

APL has paid or accrued charter hire on these ships at a rate of 8% percent of 
their Merchant Marine Ship Sales Act floor price, plus additional charter hire of 
50 percent of the profits which are over 10 percent of the working capital employed. 
This has resulted in charter hire to the Government of just about $10 million. 
The net return to APL after taxes and subsidy recapture has been modest indeed, 
averaging less than $200,000 a year for each vessel. Even this moderately satis- 
factory performance to date has resulted from 6 years of relative prosperity and 
it is well to remember that it is a characteristic of the shipping industry to experience 
protracted periods of low earnings. It would take a bold and blind man to assert 
that lean years do not lie just ahead. 

APL is facing steadily increasing foreign-flag competition in this trade. In 
recent months two Japanese-flag operators have established regular service with 
passenger ships. The Hikawa Maru, with a capacity of 276, is in service between 
Japan and the Pacific Northwest. The America Maru is in service as the first 
of 3 vessels, of 522-passenger capacity each, for the Japan-Pacific Coast-South 
America run via California. A British-flag operator with new ships has been 
experimenting with offseason vessels in the Pacific coast-Australia trade and is 
eyeing service to the Orient. The airlines offer formidable and growing competi- 
tion over the long distances of the Pacific; there are now 16 transpacific flights, 
in each direction, every week. And even the foreign-flag freighers are now carry- 
ing about 4,000 passengers a year across the Pacific. I believe that all would 
agree that this is probably the most risky passenger trade under the American 
flag. Whiie foreign-flag competition is severe on the Atlantic, the passenger 
vessels there do not face the same long-term threat from the air, as the difference 
in transport time across the Atlantic is only about 3 days as compared to 10 
days or 2 weeks across the Pacific. 

The force of foreign-flag competition may be reduced to very concrete terms. 
The wage costs for the Cleveland and Wilson run about $182,000 a month. Were 
they under British flag, the wage costs would be only about a fifth of the United 
States-flag costs, about $37,000 a month. And were they under Japanese flag, 
the monthly wage costs would be only a sixth of those borne by us, or about 
$30,600 a month. 

These data are vivid demonstration of the wisdom of the conclusions reached 
in the thoughtful report of the Under Secretary of Commerce and the Maritime 
Administration on Maritime Subsidy Policy. They said (p. 84): 

“In the absence of Government assistance, it is doubtful that American shipping 
relying on its own resources could compete successfully for the export and import 
trade. National defense needs, however, dictate that the United States maintain 
a modern and sizable fleet in active operation. If United States private shipping 
were not available, the Government would be required to own and operate the 
necessary facilities and services contrary to the American ideal of private enter- 
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prise. The parity principle by basing assistance on the amount required to 
equalize approximately the cost disadvantages to American shipping but not 
guaranteeing profits leaves to private enterprise the task of otherwise conducting 
a successful business in accord with the accepted American practice.” 

The policies of the Merchant Marine Act of 1936, so well reaffirmed by the 
Under Secretary and the Maritime Administration, would be defeated if these 


vessels were withdrawn from the trade route. The route would inevitably be 
occupied by foreign-flag liners long before replacements would be put into service. 
There would be lost the very heavy postwar investments of APL in developing 
this trade, and the Pacific for the first time in 30 years would be without United 


States-flag passenger service to the Orient. It is hard to tell when, if ever, a 
United States-flag operator could rebuild a passenger organization and invade a 
ritory thus presented to foreign-flag lines. 

Che placing of these ships in private hands will assure continuation of a vital 
ik between the United States and the Orient at a time when that part of the 
world is of great importance. It will assure availability of important vessels in 
critical areas on short notice in event of emergency. It will also make possible 
the initial step in a vessel replacement program that will include the purchase by 
APL of from 4 to 6 additional ships to serve in its global fleet. 

The technical provisions of the bill are almost all copied or adapted from 
existing or prior legislation and don’t need much explanation. Sale on an as-is, 
where-is basis is possible because APL has been the charterer, and will avoid the 
necessity of detailed inventory and surveys, permitting the immediate transfer 
of the vessels with spare parts and inventory items. The 25 percent down pay- 
ment with 3% percent interest is the customary provision found both in the Ship 
Sales Act of 1946 and the Merchant Marine Act of 1936. The provision author- 
izing sole recourse against the vessel is copied from the 1952 amendment to the 
Merchant Marine Act of 1936 and is now the statutory pattern with regard to 
passenger vessels. The final paragraph, providing that the United States may 
requisition at book value, is not found in the Merchant Ship Sales Act of 1946 but 
does govern sales under the Merchant Marine Act of 1936. 

As might be expected from the rather unusual concordance of governmental 
opinion On the seller’s side, APL believes that the Government has driven a pretty 
good bargain for the taxpayers in pricing these vessels. APL has come up to 
essentially the highest price the Government has considered, and there has in the 
end been practically no compromise on the Government’s part. But the result 
is not an impossibly high one. With 14 years of reasonable luck in the trans- 
Pacific passenger business, APL can pay out on its investment. 

In any case, APL is in the business of providing a steamship service over some 
of the Nation’s most critical and essential routes. Though the margin is slight, 
we think we can make a go of the Cleveland and Wilson under thislegislation. 
We are anxious to try it, and to continue under private ownership to operate these 
vessels so that they are a credit to the merchant marine and to the Nation. 

I should like to express my appreciation of the courteous and sympathetic 
attention which the subcommittee has given me and the proposed bill. 


ter 


liy 


Mr. Kitztion. Mr. Chairman and Mr. Webster I appreciate very 
much the opportunity to appear here in behalf of this legislation with 
respect to the purchase of the steamships President Cleveland and 
President Wilson. 

What the Chairman of the Federal Maritime Board had to say with 
respect to the pricing and what Mr. Casey said is in accord with our 
views on the subject. 

I note that you did ask Mr. Rothschild a question which he referred 
to me, and I would like to answer it with respect to the war losses of 
APL. 

On page 2 of my statement I say here that I believe that APL 
probably had the largest ratio of wartime losses of any United States- 
flag operator, and I mean whether they are in the Pacific or Atlantic. 

Of the 20 vessels taken by the United States at the commencement 
of World War II, we lost to the enemy during that period 17 of the 
vessels and only 3 were returned to us. Our company was, of course, 
paid for these lost vessels, but the wartime dollars it received at that 
time will buy today barely half of the ships they would at that time. 
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Nor did APL’s war losses end with the Japanese surrender, for im- 
mediately after the war American President Lines undertook to restore 
its position on all of its routes, and we contracted at that time with 
the United States Government for the construction of three com- 
bination —— r- and freight-service ships for its round-the-world 
service. These vessels were launched at Camden, and at the com- 
mencement of the Korean hostilities were requisitioned and taken 
over by the Navy and made permanent units of the Navy. 

The President Cleveland and President Wilson have been operated 
in the transpacific service under charter by APL since their comple- 
tion, as Mr. Rothschild has pointed out, but they are generally con- 
sidered by us, and we at the same time felt it was the opinion of the 
United States Government, that these ships were to become part of 
the permanent fleet of APL. 

We held informal discussions from time to time, but we were unable 
to enter into definite negotiations for their purchase until two things 
happened—until the protracted litigation over the ownership of the 
company, which ended in the fall of 1952, and the addendum to our 
operating subsidy contract was signed in 1952. 

As soon as the ownership of the company was determined and, as 
you probably know, the company was sold by the Government under 
sealed bids to the highest bidder for more than $18 millions, and then 
for the first time APL had an identifiable owner. 

In the summer of 1953 the Maritime Administration staff recog- 
nized that the recorded costs of construction were far higher than 
normal and agreed as a compromise to take as a base for floor price 
computations the theoretical 1944 costs for these vessels. 

Now, that led at that time, as I think Mr. Rothschild pointed out, 
to a price of $5,400,000. 

Subsequently, we entered into continued negotiations with the 
Maritime Board and were led to the rounded off price of $6% million, 
as Mr. Rothschild pointed out. 

I would like to add this, if I might, that the President Cleveland 
and President Wilson have been ships that are the only passenger 
ships that carried the American flag for a period of time in the face of 
growing foreign-flag competition. The foreign cargo liners today 
carry approximately 4,000 passengers a year transpacific. 

The Japanese are coming into the picture on an increased basis, 
and we are facing more increased airline competition, both foreign 
and domestic, in the Pacific area. 

In recent months two Japanese-flag operators have established 
regular service with passenger ships. The Hikawa Maru, with a 
capacity of 276 passengers, is in service between Japan and the 
Pacific Northwest. The America Maru is in service as the first of 3 
vessels of 522-passenger capacity each, for the Japan-Pacific Coast- 
South America run via California. 

A British-flag operator with new ships has been experimenting with 
offseason vessels in the Pacific coast-Australia trade and is eyeing 
service to the Orient. 

I believe that all would agree that the operation of the service in 
the Pacific is most risky and, while foreign-flag competition is severe 
on the Atlantic, the passenger vessels there do not face the same long- 
term threat from the air as the difference in transport time across the 
Atlantic is only about 3 days as compared to 10 days or 2 weeks 
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across the Pacific. I just point that out because of the threat to us 
during the future. 

There is another aspect of the foreign-flag competition which I know 
has been of great concern to this administration and which was very 
definitely recognized in the very splendid report on the Maritime 
subsidy policy that was filed by the Under Secretary of Commerce, 
Mr. Murray. 

The force of foreign-flag competition in fact may be reduced to very 
concrete terms. The wage costs for the Cleveland and Wilson run 
to about $182,000 a month, and were they under British flag the 
wage costs would be only about a fifth of the United States flag costs, 
or about $37,000 a month, as contrasted with $182,000 for us. And 
were they under Japanese flag, the monthly wage costs would be only 
a sixth of those borne by us, or about $30,600 a month. 

The policies of the Merchant Marine Act of 1936, which were so well 
reaffirmed by the Under Secretary and the Maritime Administration, 
in my mind, would be defeated if these vessels were withdrawn from 
the trade route. The route would inevitably be occupied by foreign- 
flag liners long before replacements would be put into service by any 
American operator. There would be lost the very heavy postwar 
investments of APL, investments of both the United States Govern- 
ment and APL, and the Pacific for the first time in 30 years would be 
without a United States-flag passenger service to the Orient. And at 
this particular time I think all would agree that that would not be in 
the national interest. It is hard to tell when, if ever, a United States- 
flag operator could rebuild a passenger organization and invade a 
territory thus presented to foreign-flag lines. 

I should like to say this, if I might, Mr. Chairman, that in keeping 
with the long-established procedures that have been followed by the 
United States Government, the charterer of a vessel and the operator 
whos has sustained severe war losses was given due recognition prefer- 
ence in respect to the sale of a vessel by this Government. 

I will be glad to answer any questions, Mr. Chairman, and I do 
appreciate the opportunity to make this statement to you. I have 
not read all of it, but I filed it with you. 

Senator Payne. I followed it with you as you have gone along, 
Mr. Killion, and you have hit what I would say are probably the high 
spots on it. 

I just want to ask, I would imagine when an outfit such as yours 
takes over a ship of this nature that you have to go to considerable 
expense yourselves in fitting out the ship so that it can be serviceable 
and put into passenger use? 

Mr. Kriiti0on. We have expended, Mr. Chairman, approximately 
a million dollars to improve these ships. We increased the third-class 
and the first -class accomodations, and because of the very serious 
demand for air-conditioning of third class, we have just completed 
air-conditioning, with the approval of the Maritime Administration, of 
third class. 

We have spent many millions of dollars promoting the ships through- 
out the world and advertising in national magazines and newspapers 
and, in cooperation with maritime labor, we have been able on those 
two ships to render a type of service which I believe, to say modestly, 
and to say on the basis of what people have told us who travel, is 
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unsurpassed any place in the world, in order to establish for the mer- 
chant marine and APL a record of which we could be proud. 

Senator Payne. I would say apparently you hold some faith and 
hope that American-flag vessels can still remain in business and do a 
job? 

Mr. Kitiion. With the support of the United States Government, 
yes. ‘ 

I might like to say this, Mr. Chairman, that when I mentioned mar- 
itime labor, the wages that we have paid to personnel serving aboard 
these 2 ships since they have been in service, since they went in 
service a little over 6 years ago, has been almost $22 million, and 
another $15 million has been paid for American-made subsistence and 
stores, fuel, and repairs and maintenance. 

Senator Payne. The reason I mentioned about the American-flag 
ships is because I was sorry to see a shipping line up in my section of the 
country, the Old Eastern Line, just go under a foreign flag and putting 
the ships i in operation up there. 

Mr. Kitiion. Mr. Chairman, with the growing foreign competition 
which I mentioned here and the disparity in wage costs of Japanese 
and British and Dutch with which you are probably familiar and 
which the Secretary of Commerce so aptly pointed out in his report, 
if we are to maintain an American merchant marine there is a joint 
responsibility of the operator and the Government. 

We believe in our case that we have invested a substantial sum: we 
have attempted to maintain the American flag in the Pacific as we have 
since 1901. 

When I mentioned the 17 vessels we lost, I didn’t mention another 
ship, which was the President Hoover, which went aground immedi- 
ately prior to the start of World War II, went aground on an island 
and a lightship was destroyed. And we lost the Coolidge, as you know, 
in a minefield in the South Pacific. And we have never yet been able 
to regain our position since the disastrous losses of World War II. 

Therefore, we believe that the negotiated price, which is fair to the 
United States Government, and which we are willing to pay—they got 
us up from the lower price; we would have preferred to have paid less 
at the time, but this is in line with all of the past established procedures 
and we believe that we are entitled on the basis of equity and justice 
to continue to maintain that service in the Pacific and to purchase 
these vessels at this negotiated price. 

Senator Payne. I have no further questions. 

Do you have any? 

Mr. Wesster. [| had 2 or 3, Senator Payne. 

Mr. Killion, I think the argument might be made that this is an 
opening up of the Ship Sales Act, and since the policy of Congress has 
been that by and large we should not open it up, what advantage can 
you see to the United States as owner of these vessels from opening up 
the Ship Sales Act at this date? 

I assume that is woven throughout in your statement, but if we 
could have for the record your extemporaneous feelings as to the justi- 
fication for opening up the Ship Sales Act it might help your position, 
I would think. 

Mr. KiLui0on. Well, I would be glad to answer that, Mr. Webster. 

As you know, the ships went in service, the Cleveland in December 
of 1947—that was the President Cleveland—and the Wilson in May of 
1948. 
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To all intents and purposes we should have purchased these ships 
prior to the expiration of the Ship Sales Act on January 15,1951. We 
were shaping ourselves in that direction. Because of the protracted 
litigation over the ownership of the company and the fact that it was 
necessary to go through two hearings in compliance with the Merchant 
Marine Act of 1936, before an addendum to our contract could be 
signed the Ship Sales Act expired 

Now, we feel that this is a case apart, that we are entitled to get 
special consideration in vie v of all the realities that exist in this picture. 
It is in effect not opening up, in our mind, the Ship Sales Act, but is to 
maintain a service in the Pacific and to rectify an error that was com- 
mitted only by time. 

Mr. Wessrer. I don’t know whether the Shipbuilders Council is 
represented here today. It is my impression that they are not. 
Have you obtained an indication from the Shipbuilders Council of 
whether they would oppose the sale of these vessels to your company? 

Mr. Kittron. Yes; we have, Mr. Webster, and we understand— 
[ did from Mr. Brinson who talked with the Shipbuilders Council 
that they would not oppose it; in fact, they were in complete accord 
with the sale of these vessels to APL. Mr. Brinson, who is our Wash- 
ington representative and vice president of the company, could answer 
that if you wish, because he talked to them. 

Mr. Wexssrer. No, I feel sure that your answer is satisfactory. 

The last question which I would have for the purposes of making 
our record complete is, Wouldn’t it be true that the taxpayers would 
benefit just as much, or perhaps more, by keeping the title to these 
vessels and continuing . charter them, or is there a question as to 
whether that last phrase “continuing to charter them”’ is a firm reality 
for the future? 

Perhaps another way of stating it is this: If you do not receive per- 
mission to buy these vessels in the manner in which this bill is drawn, 
is there a possibility that you will give up your charters and, if so, 
when? 

Mr. Krxiiron. There are a couple of questions involved there in that 
one. May I take the first part of it? 

Mr. Wessrer. Certainly, sir. 

Mr. Krutron. It has always been our impression that it was the 
policy of this United States Government to foster a privately owned 
American merchant marine; that is the intent and purpose of the 
Merchant Marine Act of 1936. It was again enunciated by the Under 
Secretary in his report—at least, that was my interpretation—that it 
was the policy to sponsor that plan. Consequently, an effort to char- 
ter would in the end nullify the whole objective of a privately owned 
merchant marine and, therefore, it would have a policy in respect to 
the sale of the mariners where a policy has been established to sell 
them to private operators. 

So if we are going to continue to foster private enterprise in this 
Nation it seems to me this is only part and parcel of the whole spirit 
of the issue, private enterprise. 

Mr. Wesster. I gather, also, that in going forward with your plans 
of advertising and for improvement of these vessels you have already 
made it clear that there is much more incentive to do so when the 
object in question, these two vessels, when the title thereto is in the 
company which you represent? 
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Mr. Kinuion. Yes. 

Mr. Wersrer. | have no further questions. 

Senator Payne. | believe that is all, then. Thank you very much, 
Mr. Killion. 

Mr. Kriuion. I would like to pay my respects to both Mr. Roths- 
child and Mr. Casey for their diligence, and the staff of the Maritime 
Board and General Accounting Office in protecting the public interest 
in this case. 

Senator Payne. You think they drove a reasonably hard bargain; 
do you? 

Mr. Kiiuton. I do. 

And thank you, too. It was a pleasure to be here today. 

Senator Payne. Thank you, sir. 

Mr. Hoyt 8. Haddock, Conference of American Maritime Unions. 


STATEMENT OF HOYT S. HADDOCK, CONFERENCE OF AMERICAN 
MARITIME UNIONS 


Mr. Happock. My name is Hoyt 8. Haddock. I am appearing on 
behalf of the Conference of American Maritime Unions, which are 
listed on the cover sheet of my testimony. 

The conference of American Maritime Unions is composed of the 
maritime unions affiliated with the American Federation of Labor and 
the Congres of Industrial Organizations. The membership of these 
unions is approximately 125,000 seamen. 

The Conference of American Maritime Unions is in favor of Senate 
Joint Resolution 161, a bill which would authorize the Secretary of 
Commerce to sell to the American President Lines, Ltd. the war-built 
passenger-cargo ships, the steamship President Cleveland and the steam- 
ship President Wilson. 

The intent of all of our major maritime legislation is that the 
American merchant marine shall be composed of privately owned 
ships manned by civilian seamen. This is clearly spelled out in the 
declaration of policy of the Merchant Marine Act of 1936. Subsections 
(c) and (d) of section 101 of this act state that the ships of our mer- 
chant marine should be: 

(c) Owned and operated under the United States flag by citizens of the United 
States in so far as may be practicable, and (d) composed of the best equipped, 
safest, and most suitable types of vessels, constructed in the United States and 
manned with a trained and efficient citizen personnel. 

Thus, it is clearly within the maritime policy that the Reeser 
President Wilson and the President Cleveland should be owned by 
private operator instead of having the operator charter these hia 
from the United States Government. 

Our basic maritime laws also provide a priority system for the pur- 
chase or charter of Government-owned ships by private operators. 
This is clearly spelled out in section 7 (a) of the Ship Sales Act of 1946 
which, in part, is as follows: 

Sec. 7. (a) * * * In determining the order of preference between citizen 
applicants to purchase or between citizen applicants to charter, the Commission 
shall consider, among other relevant factors, the extent to which losses and requi- 
sitions of the applicant’s prewar tonnage have been overcome and shall in all cases, 
in the sale and charter of a war-built vessel, give preference in such sale or charter, 
as the case may be, to the former owner of such vessels, or to the person for whom 
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the vessel was constructed but to whom delivery thereof was prevented by the 
United States * * *. 

During World War II, American President Lines kad 20 ships either 
lost in action or requisitioned by the United States Government. Of 
these ships only three were returned to the company. 

Moreover, in the post-World War II period, APL had ordered three 
combination < cargo-passenger ships for its round-the-world services 
However, these ships were taken over by the Navy as fleet units for 
use in the Korean War. 

Thus, it is obvious that APL sustained a serious setback in the 
operation of their fleet because of World War II and the Korean War. 

The President Cleveland and President Wilson have been chartered and 
operated by APL since their completions in 1947 and 1948, respec 
tively. In the operation of these ships to the Far East the company 
has expended a great deal of money, time, and effort to develop that 
trade. Also, they have expended a great deal of money and effort in 
making these ships most suitable for that particular trade. 

At the present time the American merchant marine is a depressed 
industry. As of May 1, 1954, there were only 1,356 active ships of 
1,000 gross tons and over in our merchant marine as compared to 
2,046 in February 1952 

The present fleet is manned by 64,350 seamen as compared to the 
100,000 seamen manning our ships in February 1952. This is a 
decrease of 690 ships and 35,650 jobs. 

Moreover, ships are still being laid up. It is important to note 
that the Department of Defense, the Maritime Administration, and 
unmanned committees concerned with the American merchant 
marine have consistently warned us that the great dearth of ships 
by class is that of passenger and combination cargo-passenger ships. 
This is all the more reason that our Government should encourage 
private companies to continue to build up the passenger ships of their 
fleet in order that they may adequately serve our commercial needs 
in peacetime and as naval and military auxiliaries in time of war. 

It is a well-known fact that we can preserve ships in mothballed 
fleets in peacetime which can be activated in time of war. However, 
it is impossible to place skilled manpower into mothballs. 

The President Cleveland and President Wilson each has a crew com- 
plement of 336 officers and crew members. This is a total of 672 
skilled seamen employed aboard these ships. 

Adding the 25 percent reserve of seamen which is necessary to take 
care of the turnover aboard ships, the total number of seamen actually 
having employment aboard these 2 ships is 840. This is over 1 per- 
cent of the number of actual jobs in our merchant marine plus the 
25 percent reserve factor. 

Thus, of every 100 seamen sailing aboard the ships of our merchant 
marine, 1 is sailing either aboard the Cleveland or the, Wilson. 

Moreover, the seamen and the ae operators are receiveng working 
and operating experience in the Far East trade which is so vital in 
world affairs ‘today. 

Thus, it is our opinion that our Nation would be wise in doing its 
utmost to keep these ships operating in a trade in which we have the 
intense competition of the maritime nation of Japan. In the event 
that we become involved in another limited war in the Far East or 
in an all-out war, it will be absolutely essential that we have passenger 
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and combination cargo-passenger ships operating to that part of the 
world. 

We respectfully urge this subcommittee to favorably report Senate 
Joint Resolution 161 to the Senate and to strive for its enactment 
into law. By so doing you will implement our maritime policy which 
requires a merchant marine of ships owned and operated by private 
operators and manned by civilian seamen. 

Senator Payne. Thank you very much. 

I thought if you haven’t had a chance to read it, I just happened to 
note as I was sc anning down through the statement of Mr. Killion, 
president of the American President Lines, where he made very favor- 
able reference to the cooperative spirit displayed by all elements of 
maritime labor and that they have taken a genuine pride in the vessels 
and have done an admirable job in altering the attitude of many 
passengers who previously were of the opinion that the fastidious 
traveler would use foreign-flag ships rather than American-flag vessels. 
I thought it was a pretty good tribute to our seamen. 

Mr. Happock. We appreciate that tribute. However, I am sure 
you read in the papers from time to time that American passenger 
ships, the crews on them are not as competent as on the foreign ships. 

We have made quite a study of that situation, and in all instances 
that we have checked we can trace it right back to direct publicity of 
the foreign companies as to those statements. That is where they 
originate from. 

Senator Payne. Well, this company, as I read down through—and 
I was quite inter ested in reading it—apparently set up mock state- 
rooms, service pantries and galley, in—where was it, Alameda 

Mr. Happocx. In Alameda; where they trained the stewards and 
all. 

Senator Payne. Where they trained stewards and waiters, and so 
forth, which probably resulted in putting on a first-class service. 

Mr. Happock. It certainly has improved it. They are certainly 
to be commended for their foresight in this respect. 

Senator Payne. I have no further questions. Thank you very 
much. 

Mr. Ralph B. Dewey. 


STATEMENT OF RALPH B. DEWEY, PACIFIC AMERICAN 
STEAMSHIP ASSOCIATION 


Mr. Duwry. My name is Ralph B. Dewey, Washington repre- 
sentative of the Pacific American Steamship Association. 

The board of directors of the Pacific American Steamship Associa- 
tion, by unanimous action on June 7, 1954, urges the enactment of 
legislation now before this committee permitting the purchase of the 
Steamship President Cleveland and Steamship President Wilson by 
the American President Lines. 

The association took this action not alone as an expression of sup- 
port of the needs and desires of one of its member lines, but also out 
of recognition of the tremendous importance which these two ships 
represent to the shipping industry itself, to the port communities 
they serve, and to the exchange of people, goods and ideas between 
California and the Orient. 
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The entire shipping fraternity on the Pacific Coast is proud of the 
Cleveland and Wilson. Even the most energetic of Mr. Killion’s 
competitors—and I might state parenthetically that in the very recent 
past I myself was in that category—cannot help but derive a large 
measure of satisfaction at seeing one or the other of these beautiful 
ships steaming up the harbor of Los Angeles or San Francisco on 
its way to the APL piers 

These ships represent to all of us a standard of achievement which 
augurs well for the future of the American merchant marine. They 
represent a luxurious mode of travel to the Orient, American style. 
They represent the last word in fast cargo transportation. They 
represent an important link between the cultures of America and the 
Orient. Every 21 days 1 or the other of these ships embarks and 
debarks 841 passengers, all or most of whom are important links in 
this cultural and commercial exchange. 

Sut aside from all this, the Cleveland and Wilson are good business 
for the Pacific coast. These two ships might be likened to any indus- 
trial plant in any American community which represents a capital 
investment of such magnitude. 

Consider, if you will, the removal of two $10 million plants from some- 
where in the State represented by any member of this committee; 
consider the removal of the payrolls, the local purchases, the prestige 
value to your area. The removal of the Cleveland and Wilson from 
their present employment in the transpacific route would represent 

loss to local suppliers in California of about $100,000 a month, to 
say nothing of the payrolls which total $182,000 per month. 

Granted, the issue before this committee is not whether to keep 
the Cleveland and Wilson in their present employment under present 
management in the transpacific route. You are simply being asked 
to pass upon the price and terms of sale which the American President 
Lines and the Government have agreed is an acceptable price. 

Sut in a very real sense, the loss of these vessels to the transpacific 
route is at least potentially involved here. For so long as charter 
arrangements are in effect, APL’s tenure as operators of these two 
ships is a temporary one. 

We on the Pacific coast don’t feel that this temporary status should 
continue any longer than is absolutely necessary. It is a source of 
encouragement that this company, in the face of serious competition 
from Japanese, British, and other foreign lines, has the fortitude to 
come forth and buy these ships. It should likewise be a source of 
comfort for the Government to know that no matter how the winds 
blow, APL will have to weather the storm on its own. 

I ean think of no more insecure situation in which the Government 
might find itself than the one where in a period of shipping depression 
they might find ships such as these dumped back in their lap. The 
sale of these two vessels in accordance with the legislation would 
remove that insecurity, and at the same time provide a handsome 
return to the Treasury. 

This legislation makes a clear provision for purchase by American 
President Lines and American President Lines alone. This is in 
spite of the fact that during the course of negotiations, serious con- 
sideration was given to opening the sales of those vessels to com- 
petitive bidding. Whatever legal arguments might have been ad- 
vanced for this have been rejected in favor of selective purchase. 
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From the standpoint of the other ship operators on the Pacific 
coast, we know of no other company who is interested in these ships. 
And if there were any others interested, it would certainly have been 
evident within the membership of Pacific American Steamship 
Association. 

There is ample precedent for granting prier purchase rights to 
current operators of chartered vessels. It would be a dangerous 
precedent to break, especially for the purchase of passenger vessels 
in which so much promotional expense is involved. ‘To deny a 
charterer a priority in purchasing would be to ask him to incur a 
significant loss represented by the “value of goodwill built up through 
national advertising, promotional films and other expensive public 
relations investments. 

The 12 member lines in Pacific American Steamship Association 
3 of which are the principal American-flag competitors of APL in the 
transpacific trade, wholeheartedly support this legislation and urge 
its enactment. 

Senator PAYNE. Well, I have no questions of Mr. Dewey. 

Do you have any? 

Mr. Wessrer. I have none. 

Senator Payne. Thank you very much. 

The last witness we have scheduled is Mr. Francis T. Greene, 
American Merchant Marine Institute. 

I presume you would like to have your statement put in the record 
complete? 

Mr. Greene. Thank you, Mr. Chairman. 

Senator Payne. And then you may proceed as you desire. 

(The statement of Francis T. Greene is as follows:) 


STATEMENT OF FrRaANcIs T. GREENE, ExecuTIveE ViIcE PRESIDENT, AMERICAN 
MERCHANT MARINE INstiTUTE, INC. 


My name is Francis T. Greene. I am executive vice president of the American 
Merchant Marine Institute, Inc., New York, N. Y., and Washington, D. C. 
The institute represents American owners of American-flag oceangoing ships 
totaling more than 9 million deadweight tons, a substantial majority of the 
American merchant marine of all categories. 

I am here today to voice the support of the institute for Senate Joint Resolution 
161, to authorize the Secretary of Commerce to sell the steamships President 
Cleveland and President Wilson to their present charterer and operator, American 
President Lines. I understand that the price of $6,500,000 per vessel, subject to 
depreciation beginning April 1, 1954, was arrived at only after long negotiations, 
and represents the informal agreement, between our member, the American 
President Lines, the executive branch of the Government, and representatives of 
the General Accounting Office. Therefore, I shall not discuss price, since this is 
a matter of primary concern to American President Lines, the interested Govern- 
ment agencies, and the Congress, rather than a matter of principle with which the 
American Merchant Marine Institute should be concerned. 

] should like, however, to discuss two matters of principle that are involved 
in the pending resolution, but which in our judgment should in no wise militate 
against passage of the joint resolution. The first issue of principle is the extension 
of authority to the Secretary of Commerce to sell two war-built combination 
passenger and cargo vessels nominally subject under section 11 of the Merchant 
Ship Sales Act, 1946, to sterilization in the national defense reserve fleet. We 
do not consider that this bill to enable the sale of these two ships to the line for 
which they were completed, to which they have been chartered for years, and by 
which they have been exclusively operated since their completion, is in any sense 
an abridgement of the fundamental principle of the Ship Sales Act that surplus 
war-built ships not disposed of prior to December 31, 1950, should thereafter 
be kept off the world shipping market so as to protect the investments of those 
who bought their ships during the life of the sales authority under the act. 
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In the first place, these passenger ships are in no sense surplus. Indeed, their 
continued operation on Trade Route 29 has been found by the Federal Maritime 
Board to be required to meet foreign-flag competition and to promote the foreign 
commerce of the United States. These ships, therefore, are, and have long been, 
fully operating units of the privately operated American-flag merchant marine 
even though, because of numerous extraneous circumstances, their sale could not 
be made prior to the lapse Of the statutory sales authority on January 15, 1951. 

In the second place, these two ships, since their completion and delivery to 
American President Lines under charter, have in a real sense, long since been 
disposed of by the Government and have become a constituent and even a major 
part of the operating fleet of that company. Accordingly, we believe that the 
basic and practical considerations in favor of a privately owned American merchant 
marine, rather than Government ownership of operating units of our fleet, far 
outweigh any theoretical considerations in favor of not opening up the reserve 
fleet for sales. These are active, operating ships; not reserve ships. 

The second matter of principle with which the institute is concerned is the 
reference in Secretary Weeks’ letter of May 25, 1954, that ‘“‘the question of the 
desirability of competitive bidding has been raised and it seems appropriate 
to bring this point to the attention of the Congress so that it may receive con- 
sideration.’’ The institute feels that. competitive bidding would be inappro- 
priate as applied to this situation and, in addition, would be in conflict with the 
equitable principles of section 7 (a) of the Ship Sales Act. Congress itself has there 
established as a matter of principle a preference for those applicants whose losses 
and requisitions of their prewar tonnage have not been overcome. An independ- 
ent preference was also established for the person for whom the vessel in question 
may have been constructed. Furthermore, General Order 60 of the Maritime 
Commission governing sales under the Ship Sales Act of 1946, provides in general] 
that “a charterer filing such purchase application shall have preference over all 
other applicants.” 

It seems to me that the President Wilson and the President Cleveland have 
become almost synonymous in the public mind with American President Lines. 
This, of course, has resulted from the very substantial investment which American 
President Lines has made during the past 6 or 7 years in advertising and promoting 
these 2 vessels. They have become the sister flagships of American President 
Lines in the transpacifie service. We think in all fairness that a priority should 
arise from American President Lines’ investment of more than $1 million in 
improvements to these vessels, from American President Lines’ payment of over 
$10,400,000 in charter hire for these vessels, and, finally, from the intangible but 
nonetheless real reputation and character which American President Lines’ 
advertisement and operation of these passenger ships has given to them. We 
think that this prioritv should be recognized in legislation authorizing their sale. 

In summary, the American Merchant Marine Institute urges enactment of 
the joint resolution as now pending before your committee without imposition 
of a requirement for competitive bidding, and believes that it is wholly consistent 
with the broad spirit and purposes of the Merchant Marine Act of 1936 and the 
Ship Sales Act of 1946, to wit, that ships of our American merchant marine should 
be privately owned as well as privately operated by citizens of the United States. 


STATEMENT OF FRANCIS T. GREENE, EXECUTIVE VICE 
PRESIDENT, AMERICAN MERCHANT MARINE INSTITUTE, INC. 


Mr. Greene. My name is Francis T. Greene. I am executive 
vice president of the American Merchant Marine Institute, Inc., 
which represents American owners of American-flag oceangoing ships 
totaling more than 9 million deadweight tons, a substantial majority 
of the American merchant marine of all categories. 

If it please the committee, I would like merely to submit my formal 
prepared statement and perhaps summarize very briefly the points 
I make. 

Senator Payne. Either way you prefer. 

Mr. Greene. I think it would save the committee’s time. 

Senator Payne. It is perfectly O. K. and your statement will be 
included and made a part of the record. 
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Mr. Greene. The American Merchant Marine Institute supports 
the joint legislation pending before this committee as it is written for 
two prine ipal reasons: 

First, we do not believe that it represents an exception to or a breach F 
in the principle against dumping on our shipping markets the surplus 
war-built ships which are now sterilized in our reserve fleet, because 
in a very real sense these ships are not reserve ships. These ships 
are active operating units in the American merchant marine and, more 
important, they are active operating units of the merchant marine 
of the American President Lines. Indeed, the President Wilson and 
the President Cleveland have become in the public mind almost 
synonymous with the American President Lines. 

We do not feel, therefore, that the pending resolution cuts across 
the salutary principle of sterilizing surplus ships and keeping them off 
the market. These ships are not surplus. 

Secondly, we feel that competitive bidding would be inappropriate 
in this situation because of the priority and the preference which 
American President Lines has developed in these ships through, first, 
its investment, as I understand, of somewhat over a million dollars 
in improvements in these ships; secondly, its tremendous investment 
in advertising and promoting the ships to such an extent, as I say, 
that the ships have become almost synonymous with APL in the 
public mind in the transpacific trade; and, thirdly, because of the 
intangible but very important reputation and character which these 
ships have acquired in the transpacific trade and which have been 
given to it by the operation, the management know-how, the hospital- 
ity almost, shall we say, of American President Lines in operating 
these ships. 

The President Wilson and President Cleveland have become the 
flagships not only of APL but the flagships of the American merchant 
marine in the transpacific trade and we, therefore, feel that competi- 
tive bidding, which would necessarily disregard the stake in the ships 
that APL has built up, would be highly inappropriate in this situation. 

Accordingly, we support the pending joint resolution as it is now 
written and pending before this committee. 

Thank you very much, Mr. Chairman. I appreciate the oppor- 
tunity of appearing before you. 

Senator Payne. Thank you very much, Mr. Greene. 

I have no questions. 

Mr. ae I have none. 

Senator Payne. Thank you, sir. 

Are there alan who wish to appear either in behalf of this legisla- 
tion or in opposition to it? 

As soon as letters are received from the Navy and perhaps the Ship- 
builders Council, they will be made a part of the record. 

If no one desires to be heard further, we will declare these hearings 
closed and the matter will be taken up in the committee for referral to 
the Senate. 

(Whereupon, at 3:25 p. m., the hearing was closed.) 

(The letters dated June 11, 1954, and June 15, 1954, from the 
Shipbuilders Council of America and the Department of the Navy, 
respectively, were received by the subcommittee in due course and are 
here made a part of the record:) 
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SHipBUILDERS CoUNCIL OF AMERICA, 
New York 6, N. Y., June 11, 1964. 
Mr. Donatp D. WEssTER, 
Special Counsel, Subcommittee on Water Transportation, 
Committee on Interstate and Foreig? Commerce, 
Senate Office Building, Washington 264, DD: 4. 

DrEeaR Mr. Wesster: [ have your letter of June 10, 1954 with reference to the 
hearings of the subcommittee on Senate Joint Resolution 161 to authorize the sale 
of the steamships President Cleveland and President Wi'son to the American 
President Lines, Ltd. 

In answer to your direct question, you may advise the subcommittee that the 
Shipbuilders Council interposes no objection to the sale proposed to be authorized 
by Senate Joint Resolution 161. 

This position should not be construed as perjudicing in any way the council’s 
position heretofore expressed with regard to the sale of vessels in the reserve 
fleets 

Sincerely, 
L. R. Sanrorp, President. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JuDGE ADVOCATE GENERAL, 
Washington 25, D. C., June 15, 1954. 
Hon. Jonn M. Butter, 
Chairman, Subcommittee on Water Transportation, 
Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

My Dear Mr. CHarRMAN: Your request for comment on the Senate Joint 
Resolution (8S. J. Res. 161) to authorize the Secretary of Commerce to sell certain 
war-built passenger-cargo vessels, and for other purposes, has been assigned to 
this Department by the Secretary of Defense for the preparation of a report 
thereon expressing the views of the Department of Defense. 

The purpose of the bill is stated in its title. The Secretary of Commerce, 
during a period of 6 months after the enactment of the bill, would be authorized 
to sell the steamships President Cleveland and President Wilson to the American 
President Lines, Ltd., at a sales price of $6,500,000 per vessel. The two ships 
have been operated, since their completion, by the American President Lines 
under bareboat charter from the Maritime Administration. After the sale, the 
ships would remain under United States registry at least during the remainder of 
the 20-year economic life of the vessels. The bill also sets forth procedures 
concerning repurchase or requisition of the ships by the United States. 

Insofar as the provisions of the resolution relating to sales price, mortgage 
conditions, interest rates, and insurance requirements are concerned, it is con- 
sidered that those matters are primarily the concern of other departments and 
agencies. 

The requirement of the bill that the ships remain under United States registry 
and the requirements concerning repurchase or requisition appear to give adequate 
assurance that the ships will be available for national defense purposes in time 
of need. Accordingly, the Department of the Navy, on behalf of the Department 
of Defense, recommends enactment of Senate Joint Resolution 161. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau of the Budget 
as to the relationship of this report on Senate Joint Resolution 161 to the program 
of the President. 

Sincerely yours, 
Ira H. Nunn, 
Rear Admiral United States Navy, 
Judge Advocate General of the Navy 
(For the Secretary of the Navy). 





